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eed for sound economy 
in every wartime expendi- 
ture is answered by the 


lower cost of Mill Mutual 
Insurance. 


ILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co Harrisburg, Pa. 
Millers Mutual Fire Insurance Co Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association................: Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co.......... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co........... Kansas City, Mo. 
National Retailers Mutual Insurance Co................. Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co............ Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co................ Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, IIl. 


A Service organization maintained by the Mill Mutuals. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 














INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
: OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CUtC£E 
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MAYNARD GARRISON 


Commissioner of Insurance 


STATE OF CALIFORNIA 


ALIFORNIA’S new commissioner came to his office with a background which 
blended perfectly into the activities of the important position which he 
occupies. His legal training, together with experience in years of practice in 
insurance cases has given him a wide knowledge of what the industry and the 
public needs in Department supervision. He has already made a substantial impres- 
sion in the affairs of the National Association of Insurance Commissioners in which 
organization he serves on many important committees. 






































VOL. 21 e NO. 2 
FEBRUARY 1944 


THIS MONTH 


Page 
FRONTISPIECE 
Maynard Garrison, Commissioner of 
Insurance, State of California ................... 2 
EDITORIAL 3 





ARGUMENTS HEARD IN SEUA CASE ..... 5 


SOUND PUBLIC RELATIONS 
sk, ae ees 


a 

INSURANCE NEWS DIGEST ..........-_.. 11 
CHICAGO BAR PANEL DISCUSSES 

FEDERAL SUPERVISION... -%5 


LOOKING AHEAD AT PRIVATE FLYING 
I Wee le I si cacntcatcndcdecidanenccancin’ 20 


Cover Illustration 
Harold M. Lambert 


NEXT MONTH 


Important news which may affect the 
future supervision of insurance companies 
--the Supreme Court decision in the 
SEUA anti-trust case--is slated to be 
handed down during the next few weeks 
and will come in for much comment in 
our March number. The annual review 
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sion of insurance education develop- 
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COUNTERSIGNATURE AND FEDERAL 
REGULATION OF INSURANCE ) 


F anyone wishes to become a wise 


rather than a learned man we 

would recommend a course of 
study and meditation on the simple 
proverbs found in every language. 
They embody the distilled experience 
of thousands of years and millions 
of people and have the depth of sim- 
plicity. We say “Haste makes waste,” 
“Time and tide wait for no man,” 
“Honesty is the best policy,” “Strike 
while the iron is hot” and “Every 
cloud has a silver lining” without 
realizing that these sayings have lived 
because they express obvious truths 
that we sometimes overlook. 


These philosophical reflections are 
the result of the panel discussion on 
federal supervision of insurance, held 
under the auspices of the Chicago 
Bar Association on January 11th. No 
one will deny that the prospect of 
federal regulation is a large and 
stormy-looking cloud in the present 
insurance sky; few in the insurance 
business will concede that it has any 
compensations. Yet we noticed again 
and again in the remarks made by 
the panel participants an awareness 
that the business and the state su- 
pervisory officials must take imme- 
diate action to strengthen state super- 
vision and to wipe out practices 
which penalize the insurance buying 
public for the benefit of a pressure 
group. If the fear of federal super- 
vision leads to an improvement in the 
way in which the business is con- 
ducted the cloud will indeed have a 
silver lining. 

As a case in point we call atten- 
tion to the exchange of remarks be- 
tween Mr. Bass, representing the in- 
surance buyers and Mr. Fetzer speak- 
ing for the agents. Mr. Bass asked 
whether the elimination of present 
state laws requiring countersignature 
would not be an argument in favor 
of federal regulation and expressed 
the dislike of business for a situation 
in which an agent who had performed 








no service received a commission 
merely because a risk was located in 
his town. Mr. Fetzer in reply stated 
that the local agents feel that such 
laws are necessary to maintain their 
income at a time when three-quarters 
of the stores on Main Street are 
chain stores on which the insurance 
is placed in Chicago or New York. 
He went on to say, however, that he 
was personally of the same opinion 
as Mr. Bass and that there were defi- 
nite signs of a change in viewpoint 
among agency leaders as they real- 
ized that countersignature laws were 
inherently contrary to sound public 
policy. He expressed the hope that 
this particular problem could be 
solved without federal regulation. 

We, therefore, have the spectacle 
of the largest pressure group in the 
insurance business, which has used 
its substantial legislative influence for 
years to secure special privileges for 
its members, realizing that such mea- 
sures are against the public interest 
with a resultant change in its posi- 
tion. We feel sure that the change 
would have taken place in any event 
but the threat of federal regulation, 
for which such practices are a good 
argument, will be credited with hav- 
ing accelerated the trend. 


It is generally conceded that the 
only possible argument that can be 
offered for federal supervision of in- 
surance is that state supervision of 
insurance has failed to protect the 
public, to which insurance is an eco- 
nomic necessity, from practices on 
the part of the business itself which 
are against the public interest. Some 
believe that countersignature laws 
have for their sole purpose the giving 
of unearned income to agents merely 
because they live in a certain com- 
munity, and that these laws can be 
cited as an instance of the way in 
which state supervision operates 
against the public interest. However, 
although some supervisory authori- 
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ties support legislation of this type 
under the mistaken notion that a 
countersignature law aids the state 
in the collection of premium taxes, 
we believe they have no bearing on 
the merits of state supervision vs. 
federal regulation. We believe, too, 
that some of these laws would not 
have been pressured through if the 
agents had not felt that the compan- 
ies were too indifferent to the legiti- 
mate place of the agent in the insur- 
ance structure. Whatever the rea- 
son may be Mr. Fetzer has undoubt- 
edly correctly reported the changing 
attitude of the agents. If the com- 
panies are likewise awake to the 
necessity of reviewing some of their 
present practices much of the ground 
for criticism of the way in which in- 
surance is conducted under state su- 
pervision will be eliminated and this 
is all to the good. 


INSURANCE OUT IN THE 
OPEN 

URNING on the radio Tuesday, 

January 25th the public was 
startled to hear that the noted Forum 
of the Air was about to consider the 
subject of “insurance.” Many must 
have thought what can there be in 
such a humdrum topic of interest to 
the average listener. But here were 
four prominent members of Congress 
appearing on a national hook-up and 
very much excited over some kind of 
insurance legislation now up for pas- 
sage. As the debate went on it de- 
veloped that the argument was about 
whether certain insurance companies 
and associations were or were not 
seeking to prolong an alleged monop- 
oly whose operations had been chal- 
lenged by an action brought by the 
Attorney General of the United 
States. 

We have discussed this legislation 
in these columns previously and it is 
not our purpose to go into its merits 
and demerits again. We do call to 
attention, however, that after such a 
session involving charges and counter- 
charges over a broadcast chain reach- 
ing a vast number of listeners, the 
business of insurance can never quite 
settle back into the state of immunity 
from criticism which has been so 
comfortable to the industry in years 
past. 

Of course there have been violent 
disagreements between the various 
types of carriers, but most of this 
has not reached the public ear. The 
apathetic Joe Doaks gave not a care 
what some plainly biased official said 
about a competing company, and even 
when an agent slyly flung a few libel- 
ous statements into the air no one 
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minded it much. It was all part of 
the general scramble for business. 


But this was different. Something 
was doing in the national congress 
at Washington. Was it possible that 
all this time a monopoly indeed was 
operating to nick the buyers of in- 
surance out of millions of dollars? 
Why did the defenders of the bills 
mentioned argue so vehemently and 
repeat the time-worn phrases of 
“bureaucracy” and “chaos” with such 
heat? Why didn’t they answer the 
question of whether they would fa- 
vor an amendment which Senator 
O’Mahoney said would prevent dis- 
crimination? It sounded as if fa- 
vored buyers of insurance were get- 
ting lower rates than the little fellow. 
What was this Atlanta indictment 
spoken of as hanging over the heads 
of parties who protested so loudly 
that they were innocent? Why did 
the bills proponents want them passed 
before a certain case was decided in 
the U. S. Supreme Court? It seemed 
that the whole affair might have the 
makings of a national investigation. 


Long before this we had urged in- 
surance, as a whole, to get together 
on regulations and rating programs 
which would be a refutation of 
charges that discrimination was the 
rule where competition was hot. We 
recall that we deplored the publicity 
and the resultant uneasiness of state 
departments and alert insurance buy- 
ers over the implications of the At- 
lanta suit. It was our opinion that 
insurance could best settle its quar- 
rels within its own circles. We won- 
dered if the public would or could 
understand such a technical subject 
if insurance were really examined out 
in the open. 


We are not sure we know the an- 
swer yet, but the beans have been 
spilled over the length and breadth 
of the land and there is no possibility 


of picking them up. Maybe, after 
all, this drastic happening will be of 
benefit. Already there are signs that 
constructive efforts are ‘being made 
here and there to strengthen the laws 
and to make regulation more respon- 
sive to existing law. Attitudes which 
were hard and unreasonable are 
slowly giving way to a recognition 
that policyholders, big and little, must 
be equitably treated. Insurance sees, 
at last, that it is not wise to be con- 
sidered as an immovable body. There 
comes a time in every great industry 
when old notions must be abandoned 
and the public taken into confidence. 
The march of events has shaken in- 
surance out of its dingy ivory tower 
and perhaps for that we should thank 
those who by their seeming careless 


disregard of true fundamentals have 
finally brought about this astonishing 
result. 

eee 


RISING TREND IN FIRE 
LOSSES 


ARGE fires are charged with the 

principal responsibility for in- 
creased fire losses in 1943. The esti- 
mated total fire loss in the United 
States for 1943 of $380,235,000 is 
the highest recorded in more than ten 
years. Reports indicate that mer- 
cantile and industrial fires are in- 
creasing in both number and amount 
of loss. 

There are three principal reasons 
for the increase in number and sever- 
ity of large fires. The first reason is 
the result of wartime conditions. 
Factories are operating at top speed 
and there is neither time nor man- 
power for proper housekeeping. 
Poorly trained and sometimes incom- 
petent help have been the cause of 
fires by reason of improper handling 
of equipment. Management has 
placed its emphasis upon production 
without realizing that fire stops all 
production. 

A second reason for the increased 
monetary loss is the constantly ris- 
ing prices of the goods destroyed. 
Where policyholders have been wise 
enough to increase their insurance to 
cover the increased values, these in- 
creased monetary losses are included 
in the insurance loss figures. In all 
too many cases, however, insureds 
today are finding that the amount of 
their insurance is'inadequate to cover 
their losses when fire occurs. This 
factor is increasing losses to both 
policyholders and insurance compan- 
ies. 

The third important factor in the 
large fire loss picture is the lack of 
manpower and equipment for muni- 
cipal fire departments. New fire- 
fighting equipment necessarily has 
gone to army training centers and 
overseas camps while municipal de- 
partments have been allotted only a 
small portion of what would be con- 
sidered normal replacement in ordi- 
nary times. Drafting of firemen, 
plus the general manpower shortage 
has resulted in undermanning of al- 
most every fire department in the 
country. This results in considerable 
difficulty in handling large fires when 
they do get out of hand. 

There is no indication that this 
trend has changed for the better. The 
December 1943 figures were the high- 
est for any month since March 1932. 
It behooves the fire insurance com- 
panies to underwrite with increased 
caution and with the large fire loss 
possibility always in mind. 
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Arguments Heard in Anti-Trust Case 


Government and S.E. U. A. Attorneys Appear 
Before Supreme Court in Momentous Insurance Case 


HE showdown between the 

Government and the South- 
Eastern Underwriters Associa- 
tion in the famous anti-trust suit 
brought against the organization, its 
officers and member companies by At- 
torney General Francis Biddle is 
nearing a final solution following the 
hearing of arguments in the case on 
January 11 by the Supreme Court of 
the United States. The nation’s high- 
est tribunal has the case under con- 
sideration as a result of an appeal of 
the Department of Justice from a de- 
cision handed down by Judge Marvin 
E. Underwood in the District Court 
of the United States of the northern 
district of Georgia last August 5, 
wherein he dismissed an indictment 
against the S.E.U.A. charging that it 
was violating the anti-trust act. 


Judge Underwood, in sustaining 

the demurrer filed by the S.E.U.A. 
in December 1942 to the Grand Jury 
indictment, held that no facts or dif- 
ferences were disclosed in the present 
controversy which would remove it 
from the controlling effect of the de- 
cisions of the Supreme Court hold- 
ing that the business of insurance is 
not commerce. On this point he held 
as follows: 
“Counsel for the government concede 
that in the numerous decisions cited the 
Supreme Court has held that the business 
of insurance is not commerce, yet, strange- 
ly enough, asked this court to rule directly 
to the contrary. Of course the Supreme 
Court decision must be followed by this 
court. The indictment did not disclose any 
facts or differences in this case which 
would remove it from the controlling effect 
of the decisions of the Supreme Court hold- 
ing that the business of insurance is not 
commerce. 

“If there is to be any overruling of the 
long line of clear and thoroughly consid- 
ered decisions of the Supreme Court, ac- 
quiesced in for 75 years by Congress and 
administrative agencies, it will have to be 
done by the Supreme Court itself, or by 
Congress. 


“The conspiracies charged in the indict- 
ment are not conspiracies in restraint ot 
or to monopolize interstate trade or com- 
merce. The indictment, therefore, does 
not charge federal offenses and should be 
dismissed.” 

The Department of Justice appeal 
from Judge Underwood’s decision 
was filed with the Supreme Court 
early in September and on October 
25 the high court agreed to review 
the decision. In addition to the briefs 
filed by the Department of Justice 
and the South-Eastern Underwriters 
Association, the Commonwealth of 
Virginia filed a brief as.a “Friend of 
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In this historic courtroom counsel for the S. E. U. A. and the government argued 
the anti-trust case on January 11. 


the Court,’ urging that insurance 
contracts are not within the purview 
of the Sherman Act and that regula- 
tion of insurance companies can be 
effectively accomplished through co- 
operative action of Federal and State 
governments. Another brief, in 
which the Attorneys General of 
thirty-four more states concurred, 
upheld the position of the fire insur- 
ance carriers and defended state su- 
pervision of insurance. It concluded 
as follows: 

“State regulation and supervision of in- 
surance has developed on the basis of the 
holdings of this Court for the past 75 years 
that insurance is not commerce, but is a 
local business subject to state regulation. 

“The business of insurance has developed 
and been conducted on the same basis. 

“Congress itself, in enacting laws under 
the commerce clause, has done so on the 
basis that the business of insurance was 
not affected. 

“A reversal would require the States, 
the insurance companies, Congress, the 
courts and the public to start all over again 
in. approaching the regulation, supervision 
and conduct of the insurance business. If 
ever there was a set of facts which called 
for the application of the rule of stare de- 
cisis, such facts are now presented.” 

The arguments in the case were 
scheduled to have come before the 
Supreme Court on January 10 but it 
was not until January 11 that the 
Court was able to dispose of prior 


matters and hear counsel for oppos- 
ing sides in the anti-trust suit. At- 
torney General Francis Biddle pre- 
sented the case for the Government 
while John T. Cahill of the New 
York law firm of Wright, Gordon, 
Zachry, Parlin and Cahill and Dan 
MacDougald of Atlanta, Georgia 
argued for the South-Eastern Under- 
writers Association, its officers and 
member companies. The only ab- 
sentee on the Court’s bench as the 
hearing opened was Justice Stanley 
Reed who disqualified himself from 
taking part in the case. No reason 
was given for the disqualification al- 
though observers inferred he with- 
drew because his son is connected 
with the law firm representing the 
S.E.U.A. in the present litigation. 
ee @ @® 
M& BIDDLE, who maintained 
throughout that fire insurance 
is subject to the Federal commerce 
power, was the first to present his 
arguments. This was the second time 
since becoming Attorney General 
that he had appeared personally be- 
fore the Supreme Court to argue a 
case, the previous occasion being the 
trial of the German saboteurs. The 


courtroom was crowded with spec- 
tators, including many top-flight in- 
In urging the 


surance executives. 
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Court to upset the doctrine estab- 
lished in Paul v. Virginia, Mr. Biddle 
argued that a restriction to an ex- 
change of commodities was never in- 
tended under the broad application of 
the commerce clause of the Constitu- 
tion. He pointed to the fact that the 
Federal Government and the States 
share regulation of the railroads and 
public utilities—that while these busi- 
nesses are now under Federal control 
their activities do not embrace un- 
limited price competition. 

Tle Attorney General relied 
strongly on the so-called “Lottery 
Case” of 1905 and the more recent 
American Medical Association case, 
in both of which the Supreme Court 
held there was a violation of the 
Sherman Act. He drew an analogy 
between the insurance business and 
the activities of the group health as- 
sociation involved in the American 
Medical case, asserting that the as- 
sociation was, to all practical pur- 
poses, engaged in the writing of in- 
surance. Other points raised by Mr. 
Biddle in the presentation of his ar- 
gument were that the flow of money 
across state lines in premiums and 
losses and the effect on interstate 
commerce makes the business inter- 
state commerce; that other decisions 
are broad enough to bring insurance 
under the commerce clause of the 
Federal Constitution; and that the 
intent of Congress was to apply the 
Sherman anti-trust law to every 
business which might be held inter- 
state commerce. 


That part of the Paul v. Virginia 


decision which held that insurance 
was not commerce was classified by 
Mr. Biddle as pure “dictum”. He 
remarked that the “dictum” resulted 
in a rigid and narrow decision which 
has long since been outmoded. In 
this historic case, he said, the Court 
went to some length to get insurance 
“out” of commerce—that while the 
original decision dealt with policies 
themselves, the companies had since 
veered from that meaning, broaden- 
ing the definition to encompass the 
entire insurance business. 
Importance was also placed by Mr. 
3iddle on the attitude of Congress 
toward insurance when the Sherman 
Act was adopted. He raised the 
point as to whether the Act intended 
to exclude insurance. In reviewing 
the debate which preceded enactment 
of the Sherman law, he declared that 
it apparently was Congress’ purpose 
to set up a specific outline and there 
was no intention to freeze in or ex- 
clude a certain type of insurance. In 
conclusion Mr. Biddle said that the 
Sherman Act should cover everything 
that the commerce clause should 
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cover. He thought it was very sig- 
nificant that the most important thing 
in the law that Congress specifically 
excluded was marine insurance. 


ECAUSE of the wide-spread ef- 

fect which the S.E.U.A. deci- 
sion may have on present rating 
structures, the portions of the Gov- 
ernment brief dealing with rates are 
of especial interest to the industry. 
These include the following : 

“It is claimed that there is no place for 
competition in the fixing of rates in fire 
insurance because the premium rate is 
based on the burning rate or incidence of 
loss, which is a scientific probability which 
can be accurately measured. It is argued 
that there can be only one correct rate for 
a given risk, that the companies must be 
allowed to get together to pool their ex- 
perience in order to determine scientifically 
the probability of loss on which the rate 
is to be based, and that they should co- 
operate in inspecting properties for rating 
purposes. 


“Tf we assume all this to be true, it does 
not support appellees’ position. In the first 
place, a cooperative statistical venture 
truly designed to accomplish only the pur- 
pose of providing a scientific basis for the 
rate structure would not be an unreason- 
able restraint of trade. Secondly, and 
even more important, the rating bureau 
system which is sought to be defended 
through the appeal to science is not en- 
gaged in the function of ascertaining the 
statistical probability of loss. 


‘(a) There is, of course, a large aréa 
in which insurance companies may co- 
operate on matters of joint interest which 
do not extend to the fixing of rates. Some 
of the writers quoted by the appellees in 
support of cooperation in .rate-fixing were 
referring in part to such other advantages 
of cooperation as joint action for more 
adequate supervision of risks, the study of 
hazards and reduction of incendiarism. The 
Government does not take issue with any 
such forms of cooperation. Nor is there 
any prohibition in the Sherman Act 
against the exchange of experience by 
companies and their codperation in the 
classification and evaluation of this exper- 
ience and the compilation of statistical data 
therefrom * * * It may be highly desirable 
for the loss experience of fire insurance 
companies to be pooled and analyzed in 
order that the scientific basis of the in- 
dustry may approach the accuracy of life 
insurance. A legitimate function of a joint 
bureau, such ag the present rating bureaus, 
may well be the formation of burning 
tables, similar to the mortality tables of 
life insurance, showing the probability of 
loss on a property with given characteris- 
tics. It may also be conceded as desirable 
to have such joint bureaus inspect and 
classify risks, both to reduce costs, and to 
get more uniform data for scientific rating 
of hazards. Classification of the risk based 
on such joint inspection would not mean, 
however, that the price charged for insur- 
ing would necessarily be the same for 
all companies. 


“(b) Even if it be assumed that the rat- 
ing bureaus scientifically determine the 
probability of loss on particular properties, 
this would not justify the establishment of 
uniform premium rates for all companies. 
The final premium rates should be sufficient 
to cover (1) the amount necessary to pay 


losses, including an amount sufficient to 
maintain adequate reserves against con- 
flagrations, (2) the administrative ex- 
penses, and (3) profits. It is only the first 
of these factors which is not subject to 
the control of the individual company, and 
as to which the joint use of common ex- 
perience would result in uniformity. 


“The most scientific determination of the 
burning rate would not mean that the ex- 
penses of all companies are or should be the 
same, much less their profits. A compari- 
son with life insurance will illustrate the 
point made. In the practice of fixing life 
insurance premiums, while all or most of 
the companies base their rates on the same 
tables of mortality, they modify these 
tables in use to conform with their own 
experience, use different interest rates and 
different factors for administrative ex- 
pense, and come out in the end with differ- 
ent rates to the buyer of life insurance. 

kk x 


“It is often said that the effect of a 
purely competitive system of rate making 
is to permit bargaining by each patron 
with each insurance company in a manner 
which leads to discrimination between pol- 
icy holders similarly situated and complete- 
ly breaks dawn the rate structure. We 
agree that discrimination between policy 
holders of the same company is unfair and 
contrary to the public interest. But the 
Sherman Act does not prohibit each com- 
pany from adopting a uniform rating policy 
any more than it prohibits a seller of com- 
modities from establishing a uniform price 
for his products. Furthermore, as appel- 
lees pointed out in their brief below, 36 of 
the states have laws prohibiting discrim- 
ination in rate making, and 43 state laws 
prohibit the rebating of premiums. Such 
statutes are, of course, entirely consistent 
with the Sherman Act. 


“The competitive system which the Sher- 
man Act protects thus does not require 
discrimination in the rates charged by each 
company. There is a vast difference, how- 
ever, between the establishment of a policy 
of uniform rates for comparable risks by 
each company separately and an agreement 
between all of the companies that all shall 
charge the same rates. 


“It may be argued that if the companies 
are required to compete, they will inevit- 
ably be driven to cutting rates to individual 
purchasers in order to get business. This 
does not necessarily follow. Department 
stores on the same block compete, but each 
as a matter of business policy charges its 
own-customers the same prices. The need 
for such a policy is even stronger in the 
insurance business. Sirice it is imposed on 
the companies by law in most states, it 
can not be assumed that the companies will 
fail to adhere to it if they are required to 
compete in other respects. 


“Finally, it is urged that rate competi- 
tion would favor the more powerful cus- 
tomers, who could bargain for lower rates 
to the detriment of the purchasers of 
smaller quantities of insurance. The same 
can, of course, be said for any industry. 
Moreover the present system has resulted 
in establishing just this sort of rate dis- 
crimination. 

* * * 


“It is contended that the public’s primary 
concern in the insurance industry is the 
solvency of the companies and their ability 
to meet all claims, and that competition 
among the companies is incompatible with 
their financial stability. 





“Again we agree that a first requisite 
in the insurance business is the soundness 
of the companies. And it may be that com- 
pletely unrestricted competition among in- 
surance companies, as among railroads, 
would be harmful to the public. But ap- 
plication of the Sherman Act to the insur- 
ance business does not pose any such ‘black 
or white’ problem. The evils of excessive 
competition can be, and in fact have been, 
avoided by lawful means less drastic than 
the complete elimination of competition in 
rates. 


“In the first place, we have already 
pointed out that a system for the coopera- 
tive establishment of burning rates would 
of itself remedy many of the evils feared 
by appellees without running afoul of the 
anti-trust laws. We think it not improb- 
able that if the fixing of premium rates by 
the present bureaus were held to be un- 
lawful, rating bureaus might still remain 
in existence in order to perform the func- 
tions of inspecting and evaluating risks 
and of establishing burning rates on an 
over-all experience basis. Secondly, ap- 
plication of the Sherman Act would not 
necessarily permit discrimination between 
purchasers similarly situated, for the rea- 
sons indicated * * 


“Thirdly, the soundness of an insurance 
company’s financial position can be guar- 
anteed by measures which do not prevent 
the companies from competing. Regula- 
tions of this sort are found in all the states. 
A minimum capital and the deposit of funds 
as security are commonly required. In- 
vestments must be in specified types of se- 
curities, chosen because of their safety. 
Other state laws designed to preserve sol- 
vency are those relating to impairment of 
capital, unearned premium reserve, and 
limits on the amount of insurance permitted 
on a single risk. The books of the com- 
panies are subject to examination by state 
officials. If such regulations are not 
thought sufficient to guarantee the sound- 
ness of the companies, they can be made 
more stringent, particularly through ade- 
quate reserve and reinsurance provisions, 
and through limiting the amount of liabil- 
ity which a company may assume in any 
single area susceptible to being involved 
in the same conflagration. It is thus pos- 
sible to safeguard the condition of the in- 
dustry within a competitive framework. 
Moreover, if rate competition is thought to 
be unwise, the state governments can, as 
a few of them have, establish the rates 
themselves, either as a general matter or 
when rates become too low; rates so fixed 
by the states would not be affected by the 
Sherman Act * * *,” 


R. CAHILL opened the argu- 


ment for the S.E.U.A. and 
contended that fire insurance would 
be thrown into a chaotic condition if 
the Supreme Court were to reverse 
the Paul v. Virginia decision. His 
testimony followed closely the brief 
filed by the S.E.U.A. on January 6. 
Significant excerpts from this brief 
appear below: 

“The issue raised by the indictment, 
namely whether fire insurance is, in and of 
itself, interstate commerce within the mean- 
ing of the Sherman Act, is thus much 
narrower than the two issues now at- 


tempted to be raised in the Government's 
brief. 
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“The issue here presented is not that dis- 
cussed in Point I of the Government brief, 
namely whether : 

‘Appellees’ fire insurance business is 
subject to the federal commerce power.’ 
“The indictment nowhere puts in issue 

the broad question of whether Congress 
could on any theory regulate fire insurance. 
It charges merely that one Act of Con- 
gress, namely the Sherman Act, applies to 
fire insurance in the manner alleged in the 
indictment. The issue is not what Con- 
gress could do but what it has done. 

“The issue here presented likewise is 
not that discussed in Point II of the Gov- 
ernment brief, namely whether : 


‘The insurance business is subject to 
the Sherman Act.’ 


“The indictment as construed below no- 
where puts in issue the broad question of 
whether the Sherman Act could on any 
theory apply to fire insurance. It charges 
that fire insurance is, in and of itself, inter- 
state commerce within the meaning of the 
Sherman Act and thus subject to that Act 
—not whether fire insurance could possibly 
be reached by the Act on some unspecified 
theory that it burdens or restrains other 
activities that are commerce. 

“Furthermore, two general statements 
are made in the Government's brief with 
respect to the issue in this case which re- 
quire correction. We wish to make plain 
that 

(a) Defendants, in contending that fire 
insurance is not interstate commerce 
within the meaning of the Sherman Act, 
mean just that. We submit that fire in- 
surance is neither (1) commerce nor (2) 
interstate. 

(b) Defendants, in contending that fire 
insurance is not interstate commerce 
within the meaning of the Sherman Act, 
are not seeking statutory exemption 
under the ‘rule of reason.’ As we stated 
in our brief below—‘This is an issue 
more properly presented during a trial 
than on demurrer.’ 

“Defendants respectfully submit that fire 
insurance, in and of itself, is not interstate 
commerce within the meaning of the Sher- 
man Act. 


Photo by Acme 
FRANCIS BIDDLE 


Argues personally before Supreme Court 
second time since becoming Attorney General 


February, 1944—7 


“Defendants specifically submit, in sup- 
port of the dismissal of the indictment be- 
low, that: 

1. This Court should not repudiate 
its uniform decisions of the past 75 years 
that fire insurance is not commerce. 

2. Congress has accepted and ap- 
proved the Supreme Court decisions that 
fire insurance is not commerce. 

3. The States have curtailed com- 
petition in fire insurance in reliance upon 
the Supreme Court decisions that fire in- 
surance is not commerce. 

4. This Court will unsettle the law 
applicable to fire insurance and expose 
defendants to retroactive criminal pen- 
alties if it now holds that fire insurance 
is commerce. 

5. The power of Congress to regulate 
fire insurance is not here at issue. 

x * OX 


HE Government argues in its brief 

that fire insurance is ‘commerce,’ and 
thus ‘commerce’ subject to the Sherman 
Act, but cites no cases of this Court so 
holding. 


“The Government instead attacks and de- 
mands a repudiation of the uniform hold- 
ings of this Court for over 75 years to 
the effect that neither fire insurance nor 
the business of fire insurance is commerce. 

“That complete repudiation of the many 
insurance cases decided by this Court is 
sought, is shown by the following : 


“The 


‘prerogative’ of 


Government bluntly appeals to the 
this Court to determine 
whether or not to ‘adhere to prior deci- 
sions’, and criticizes defendants’ opposition 
to ‘a reversal of this Court’s past doctrine.’ 


“The Government admits that formerly 
it would have been ‘futile’ to have brought 
suit under the Sherman Act against insur- 
ance companies, but asserts that ‘Congress 
was not as a matter of legislative intention 
attempting to bind the Court to the tenets 
of its prior decisions or to deprive it in this 
field alone of its frequently exe srcised priv- 
ilege of changing its mind.’ 


“The Government states that the admin- 
istrative inaction on its part in instituting 
suit was the re sult of ‘coercion of judicial 
pronduncements’—the barrier to the appli- 
cation of the Sherman Act having been 
‘erected by the judiciary, not the legislative 
nor the executive’—and that therefore 
‘only the judiciary can remove it.’ 

“In brief, the Gdvernment, without the 
support of a single relevant authority, de- 
mands that this Court now hold for the 
first time that fire insurance is commerce, 
that all of its previous decisions in this 
regard are wrong and thus that the indict- 
ment be sustained. 


“This Court beyond question has square- 
ly and repeatedly held that fire insurance, 
whether or not a business, is not commerce. 

*x *k * 


“This Court, with the full knowledge of 
the facts of insurance reiterated in this 
case, has recognized not only that -insur- 
ance is not commerce but that it is not 
commerce within the meaning of the Sher- 
man. Act. 


“This Court has not, as the Government 
would have it believe, confined the pro- 
nouncement of that doctrine to cases where 
it was feared ‘that otherwise the power of 
the ‘states’ to regulate ‘could not be sus- 
tained.’ 

x *k OK 
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“Defendants respectfully submit that in 
view of this unbroken line of precedent 
for 75 years, uniformly acquiesced in and 
acted upon as controlling law by Congress, 
the States and the insurance companies, 
fire insurance should not now belatedly be 
held to be commerce within the meaning of 
the Sherman Act. 

“That ‘fire insurance is not commerce’ 
arose, according to the Government, ‘out 
of-the Court’s concern that otherwise the 
power of the states could not be sustained.’ 


“However, it now asks this court to 
have no such concern—but rather to repu- 
diate this unbroken line of precedent with 
the admitted effect of nullifying State reg- 


ulation. 
x *k * 


“The Government, in requesting a re- 
versal of this long line of insurance cases, 
argues that ‘commerce’ has an unlimited 
meaning and accordingly must embrace fire 
insurance. ‘All agree,’ says the Govern- 
ment, ‘that “Commerce” embraces every 
phase of commercial and business activity, 
and that this includes insurance.’ 

“The Government asserts that merely 
because fire insurance involves on a large 
scale ‘the movement of money, information, 
and documents’ across State lines — and 
what local activity does not today—ipso 


facto fire insurance is interstate ‘commerce’ 
subject to controlling Federal rather than 
State 

* Ok 


regulation. 

* 

“The Government, in support of its con- 
tention that fire insurance is ‘commerce’ 
within the meaning of the Sherman Act. 
refers to allegedly favorable Congressional 
history. 

“The Government states that ‘The 
Court’s treatment of the Sherman Act as 
going to the limits of the commerce power 
is fully supported by the Act’s legislative 
history’ and that ‘Congress intended the 
Sherman Act to exercise all of its com- 
merce power under the subject regulated,’ 
thus leaving ‘the Courts with freedom to 
exercise their usual prerogative in deter- 
mining whether or not to adhere to prior 
decisions. 

“The Government seeks to imply 
this that Congress intended the 
Act to apply to fire insurance. 

“Even a superficial analysis of Congres- 
sional history reveals the fact that Con- 
gress has consistently acted on the assump- 
tion that fire insurance 
whether under the 
wise. * * * 


from 
Sherman 


is not commerce— 
Sherman Act or other- 


HIS legislative record can only be 

construed as an understanding or ac- 
quiescence by Congress in the view that 
fire insurance is not—and was not intended 
to be—‘commerce’ within the coverage of 
the anti-trust laws. 


“Congress indeed has refused repeatedly 
to approve any Federal legislation applying 
to fire insurance. 

“Rather Congress has concurred fully 
with this Court’s rulings that insurance, 
not being commerce, properly should be left 
with the States, free of Federal interfer- 
ence. 

*x* * * 

“Tt is well to note that not only Con- 
gress, but the Department of Justice, be- 
lieved until this suit that fire insurance is 
not commerce within the meaning of the 
Sherman Act. 

“The Government concedes that the De- 
partment considered the law to be so clear 
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on the subject that its ‘failure to apply the 
Act to insurance’ was ‘under the compul- 
sion of decisions.’ Even today, the De- 
partment’s opinion of the existing law is 
that a*‘barrier to application of the Sher- 
man Act to the insurance business has been 
erected by the judiciary’ which ‘only the 
judiciary can remove’. 

“The instant indictment represents the 
first effort by the Government to apply the 
Sherman Act to insurance since that Act 
became law in 1890. This failure for over 
fifty years to attempt to apply the Act to 
the business of insurance clearly points 
to the conclusion that Congress, the De- 
partment and the courts uniformly viewed 
the Act as not so applying, and emphasizes 
the injustice of now suddenly so applying 
it. 

* * * 

“There certainly is no justification what- 
ever, in view of this history of the enact- 
ment and enforcement of the anti-trust 
laws, for the contention advanced by the 
Government that Congress had no particu- 
lar views on fire insurance and accordingly 
enacted a mere Sherman ‘principle’ which 
the courts were or were not to apply to 
fire insurance in their uncontrolled dis- 
cretion. 

“The Government sweepingly asserts 
with respect to the application of the Sher- 
man Act that: 

‘* * * the proposed legislation was a 
mere statement of principle from which 
the courts would determine the scope of 
the Act. 

‘* * * Congress was not as a matter 
of legislative intention attempting to 
bind the Court to the tenets of its prior 
decisions, or to deprive it in this field 
alone of its frequently exercised privilege 
of changing its mind.’ 

“We submit that Congress had neither 
the intention nor indeed the power, in ab- 
dication of its legislative functions, to enact 
a mere ‘Sherman Principle’ and to author- 
ize the courts to apply that ‘Principle’ to 
fire insurance if and when they saw fit. 
Every manifestation of Congressional in- 
tent leads uniformly to the conclusion that 
Congress employed the word ‘commerce’ 
in the Sherman Act in the sense then 
known and accepted—namely to the exclu- 
sion of fire insurance. Surely in view of 
this Congressional intent the word ‘com- 
merce’ in the Sherman Act cannot now be 
expanded beyond this Congressional mean- 
ing to conform to the Department of Jus- 
tice’s current views. 

*x * * 

“The Government, in requesting this 
Court to hold that fire insurance is ‘com- 
merce’ within the meaning of the Sherman 
Act, considers the chaotic effect of such a 
holding upon the States, the companies and 
their assureds to be of little or no impor- 
tance. 


“Tt finds no injustice whatever in a de- 
mand that this Court sustain the indictment 
herein by reversing its holdings of 75 years 
and thus expose all insurers to criminal 
punishment for uniformity of action per- 


mitted or required by State regulation pre- 


viously upheld by this Court. 

“That the States and the insurance com- 
panies will be faced with tremendous prob- 
lems if the Sherman Act applies to fire 
insurance, is all too clear. Primarily these 
problems will arise out of the necessity of 
determining to what extent the Sherman 
Act and to what extent State statutes con- 
trol. Obviously, the companies cannot 
serve two totally inconsistent masters. They 
cannot participate in establishing uniform 


premium rates as required or permitted by 
the States and still obey the demands of 
the Sherman Act which would prohibit 
such cooperative action. 


“If the indictment is sustained, therefore, 
chaotic uncertainty inevitably will exist 
for many years. It will only be after a 
period of protracted litigation that anyone 
can tell what, if any, part of State regu- 
lation remains valid and enforceable. * * * 


“Hence, to maintain any regulation, the 
States would have to enter upon a trial 
and error method, bringing each type of 
regulation to this Court for ultimate ad- 
judication. 


“In short, the insurance companies would 
have no safety zone in which their activi- 
ties would be clearly legal. If they con- 
ducted their business in a manner clearly 
lawful under the Sherman Act, they would 
be faced with revocation of their licenses 
to do business in many States. If they 
attempted compliance with the State laws, 
they would face the criminal penalties of 


the Sherman Act. 
x OK OK 


“Chaotic uncertainty, however, will not 
be the only effect of holding fire insurance 
to be commerce within the meaning of the 
Sherman Act. Retroactive criminal pen- 
alties are also involved. To explain— 


“The fire insurance companies did not 
ask for State regulation. They fought it 
strenuously, seeking Federal regulation as 
a substitute. However, Congress consist- 
ently refused to act. 


“This Court, moreover, holding that fire 
insurance is not commerce but is subject 
to State regulation, compelled the fire in- 
surance companies to conform their busi- 
ness activities to such State statutes. 


“Tf now the Sherman Act be applied to 
fire insurance, as sought by the instant in- 
dictment, fire insurance companies will be 
condemned for a uniformity of action ex- 
pressly sought by the State regulation 
which this Court compelled them to obey. 
They will be subjected to penalties, under 
what might well be termed an ex post facto 
theory of law, for activities which until 
now were held to be legal. 

x * * 


“Fire insurance must, necessarily, be reg- 
ulated. 


“This regulation, however, whether State 
or Federal, must take a cooperative rather 
than a competitive form. The experience 
of the States and the economics of the busi- 
ness teach us that this is imperative. 

“Tf the Federal Government is now to 
supersede the States in the regulation of 
fire insurance, as the Government would 
seem to desire, we submit that such revo- 
lutionary action should be taken by Con- 
gress. A legislative body alone can study 
the operations of the business, and adapt 
the legislative provisions accordingly. A 
judicial order blindly subjecting fire in- 
surance to a rigid competitive standard 
would make bad law and worse economics 
—creating enormously greater problems 
and giving rise to far greater evils than 
any sought thereby to be solved.” 


T the conclusion of Mr. Cahill’s 

argument, questions pertaining 

to state rating laws were asked by 

several of the justices and a query as 

to whether these laws applied to mu- 
(Continued on page 19) 





Sound 


Public 


Relations 


BY O. M. EARL* 


Vice-PrestipENT, Grain Deaters Nationat Mv- 
TUAL Fire Ins. Co., INDIANAPOLIS 


F I were to ask each of you what 
the insurance industry needs 
most today, I would get a vari- 

ety of answers. Many of you might 
say—better public relations. That 
seems to be the predominant thought 
in insurance circles now. 


At a meeting of insurance company 
executives recently, four of the first 
five speakers urged the adoption of 
a public relations program. At the 
Insurance Advertiser’s Conference a 
featured speaker discussed’ the indus- 
try’s unfinished job of public rela- 
tions. The National Association of 
Insurance Agents in convention dis- 


cussed their new public relations plan ' 


at great length, and the insurance 
press currently carries many articles 
that stress the need for such pro- 
grams. Now why shouid there be 
this sudden concern over public re- 
lations—and just how does it con- 
cern the companies and the agents? 


Any of us would hesitate to say 
that “insurance” was on trial. But 
the increasing public consciousness of 
legislative and editorial attacks on 
insurance certainly would justify our 
attention. Undoubtedly the public 
has been made aware of the Pender- 
gast Bribery and of the Anti-Trust 
case at Atlanta. Certainly the pub- 
lic has not overlooked the Federal 
grand jury investigation of the Pa- 
cific Board of Fire Underwriters. 
The introduction of Senate Bill No. 
1362 has not gone unheeded — nor 
have certain press and radio accusa- 
tions. Then there is the startling 
revelation by public polls that almost 
half of the policyholders prefer gov- 
ernment regulation of insurance com- 
panies. 


*An address delivered before the annual meet- 
ing of the Mississippi Mutual Agents Association, 
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Fire losses during wartime cannot be measured in dollars because destruction of property 
outweighs the monetary loss. 


In and out of the industry, it’s a 
natural conclusion that where there 
is so much smoke there must be some 
fire. But starting from that logical 
premise, we would all admit that ap- 
plying a new coat of paint won't 
make a good risk out of a fire-trap. 
In other words, public relations, 
where insurance companies are con- 
cerned, means more than merely em- 
ploying a counselor skilled in the art 
of glossing over bad practices and 
concealing selfish policies. It means 
working hard to preserve complete 
confidence between companies, agents 
and policyholders. [t means for 
some companies, I believe, doing 
some preliminary housecleaning be- 
fore thinking about an organized 
public relations program. 


Mutual companies and agents on 
the whole have kept their houses in 
order. We have operated primarily 
for the benefit of the policyholder. 
Almost half the public-—our policy- 
holders and others as well—accord- 
ing to the polls, credit us with that 
inotive. We can take pride in the 
clear record of Mutual insurance but 
this is not the time for complacency 
or a self-satisfied attitude. 


Sometimes it is necessary to go far 
away in order to see the things that 
are close at hand. So let me briefly 
review the history of company and 
agency relationships. 

In England, in the early days, as 
British corporations were formed to 
write fire insurance, they estabiished 
branch offices to take care of the 


business beyond their immediate vi- 
cinities. There it was a small, com- 
pact country, with insurable values 
concentrated in large cities and the 
situation was admirably suited to the 
branch office system. In wide-spread, 
Colonial America, conditions were 
different. As civilization moved from 
the Atlantic seaboard, insurance was 
wanted at distant points. There were 
no large cities and the leading ones 
were far apart. But those potential 
policyholders needed and wanted in- 
surance. 


Usually the companies were organ- 
ized with very small cash capital and 
the limited resources of most of them 
did not permit their opening branch 
offices. At the same time, companies 
were not willing to entrust binding 
powers to strangers. It’s easy to un- 
derstand how and why they had to 
be careful when one remembers that 
mail was carried in stage coaches; 
there were no telephones, no tele- 
graph—and weeks might elapse be- 
fore the Home Office would know 
anything about a policy written by a 
distant agent. The agent would have 
to make the rate, select the risk and 
decide upon the lines, subject to some 
general instructions. One case of 
very bad judgment might result in a 
crippling loss. 


But on December 7, 1807, the In- 
surance Company of North America 
appointed Alexander Henry of Lex- 
ington, Kentucky, agent of the Com- 
pany. This was the beginning of the 
American Agency System. Other 
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companies cautiously adopted the 
plan as they began extending their 
operations beyond the vicinity of 
their Home Offices. So far, so good. 

As time went on and companies 
grew, premium income for invest- 
ment became more important and the 
agent’s ability to get business often 
was made paramount to all other 
qualifications. The commission on 
preferred classes was raised and 
many new agents were drawn into 
the business, agents who knew noth- 
ing about the selection of risks. This 
was mistake number one —not the 
raising of commissions, but the sign- 
ing up of a lot of unqualified agents. 

Then the growth of the fleet sys- 
tem began. Older agents saw risks 
declined by them go on the books of 
their companies through the agents 
of a subsidiary. The agent, in try- 
ing to protect his companies, had only 
deprived himself of some commis- 
sion. This was mistake number two 
—the breaking of faith between com- 
panies and agents. 

Good faith among all who partici- 
pate in any way—agents, companies 
or policyholders — remains the very 
essence of the insurance business. 

ee @ @ 


I’ I may digress for a moment—I 

would, if I were a Mutual agent 
and a member of the National As- 
sociation—I would suggest that they 
change the first of their objectives 
from: “To work for the perpetua- 
tion of the American Agency Sys- 
tem,” to something like this: “To 
work along with the Companies to 
restore the American Agency System 
to its original status.” 

In considering the kind of com- 
panies you, as Mutual agents want; 
and in considering the qualifications 
that Mutual companies want their 
agents to have—-we should bear in 
mind a combination that would ren- 
der a competent and an appreciated 
public service: 

[ think you should 
companies to have: 


expect your 


1. Adequate age. 

2. A dividend policy consistent with and 
economical management. 

Qualified home office underwriters. 

Fire prevention and accident control 

engineers. 

A record of prompt and fair payment 

of losses. 

And the companies probably expect 
hese qualifications in their agents: 

A knowledge of local men and local 

conditions. 

A good standing in the community. 

Competence and willingness to give 

intelligent insurance advice. 

4. Knowing how to select risks. 
Willingness to cooperate in accident 
control, fire prevention and investiga- 
tions. 
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A combination such as this just 
cited should build public confidence 
and respect. 

Now you, for example, are in the 
insurance business because it enables 
you to provide a home for yourself 
and family, but you would not stay 
in this business permanently if you 
were not happy in it and you are not 
happy unless you believe your work 
to be important and your efforts ‘ap- 
preciated by your companies and pol- 
icyholders. 

By the same token, your policy- 
holders are going to be much happier 
when you appreciate their importance. 
Both ways it is a matter of measuring 
values by someone else’s yardstick— 
of remembering that what seems 
small to us may be very important to 
someone else. 

This perhaps is not a case directly 
to the point and yet it does illustrate 
what I have in mind. An agent I 
know very well, had this experience 
when he first became a solicitor. He 
had a $500 household goods policy 
with only a $3.00 minimum premium, 
to renew, in the outskirts of the city. 
He happened to be in that neighbor- 
hood one day and he decided to solicit 
the renewal. He told the insured that 
as he was nearby he thought he 
would call and find out if he should 
renew this little policy. 
said, “Look here, young man, this 
may be a small policy to you’ but it 
covers everything I own and it is 
mighty important to me.” That 
agent has never forgotten the exper- 
ience and today he attributes much 
of his success to the attention he 
gives to matters of personal interest 
to his- policyholders, and the courte- 
sies he extends to them. 

In not forgetting service to our 
policyholders, we stand’ justified in 
their eyes but we cannot overlook 
the fact that the public is giving 
closer attention to the expense items 
that make up a part of the insurance 
cost. New York’s tabloid “P.M.” 
recently carried the headline: “What 
the Insurance Racket Is Up to.”” The 
occasion for the article was Senate 
Bill 1362 and the lobby back of it. 
The charge was made that insurance 
companies collect one billion dollars 
annually in premiums for only four 
hundred million a year in losses. 

Such criticisms cannot go un- 
heeded. Even Mutual companies and 
Mutual agents, who can point to low- 
er expense ratios and to the dividend, 
should not, in the interest of public 
relations, overlook every opportunity 
to eliminate unnecessary expense. I 
don’t think there are any large ieaks 
in Mutual insurance but the aggre- 
gate of small items might be surpris- 


The owner, 


ingly large. Think of the thousands 
of dollars that would be saved if un- 
necessary telephone calls and _tele- 
grams, only, were eliminated. 

ee @ @ 


6 acquisition cost is the largest 
single item of expense. It ac- 
counts for nearly 50% of operating 
costs. But it can be justified by an 
adequate insurance service. It is not 
my purpose to discuss the merit of 
commission scales, but rather to make 
two observations. 

First—that commissions are now a 
matter of public interest. They no 
longer are a private agreement be- 
tween companies and agents. The 
commission charge on War Risk in- 
surance is specified. The commission 
allowance in rates on Defense Plant 
Corporation risks is stipulated, and 
the Retrospective Rating Plans set 
out the acquisition cost. This prac- 
tice will spread. So whatever the 
commission scale may be, it will have 
to withstand public scrutiny. 

The second is that a uniform com- 
mission scale, for all Mutual fire 
companies, would be a good thing. 
It would save endless correspondence 
and time in reconciling accounts, if 
nothing more, and that time could be 
spent in productive work. The com- 
panies probably will never make the 
move unless the agents request it. 

When almost half of the public ex- 
presses a desire for government con- 
trol, there must be a lot of dissatis- 
fied policyholders. I wonder how 
much of this dissatisfaction can be 
traced to uninsured losses? You have 
heard such expressions as, “I have 
carried insurance all of my life and 
when I finally had a loss it was not 
covered,” or “Why carry insurance— 
the companies don’t pay their losses, 
anyway.” 

Forty-three per cent of the firms 
which experience serious fires never 
resume business, according to the re- 
sults of a survey conducted by a trade 
association a few years ago, and 
many of the remaining 57% struggle 
to continue under the handicap of im- 
paired credit standing. 

Recently reported instances of un- 
usual claims included a loss where 
the insurance on contents was $6,000 
and the value $70,000. In another 
case the loss was $14,531 but the in- 
sured collected only $4,248 because 
of the application of the Co-insurance 
Clause. In still another instance, a 
laundry with apartments above, val- 
ied at $38,000 was destroyed by fire. 
Too late the widow and her son who 
had inherited the building only a 
short time before, discovered that 
there was only $2,500 insurance and 
in addition, there was a $3,500 mort- 

(Continued on page 17) 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From January 1, 1944 Through January 31, 1944 








1, C.P.C.U. SOCIETY. Organization of a Society of 
Chartered Property and Casualty Underwriters, with 
its principal office in Room 104, 133 S. 36th St., 
Philadelphia 4, Pa., has been announced. The new 
society is national in scope and plans have been 
made to create local chapters just as soon as the 
size of the membership warrants. Only those who 
hold the C.P.C.U. designation are eligible for men- 
bership. Officers elected for 1944 are: president, 
Robert M. Babbitt, Jr.; vice president, Abraham J. 
Wolreich, and secretary-treasurer, F. Harman Cheg- 
widden. Named directors of the Society for one 
year terms are Mr. Chegwidden and Frederick D. 
Leete, Jr.; for two year terms, E. Adrian Teaf and 
Robert F. Sommer; and for three year terms, Mr. Bab- 
bkitt and Mr. Wolreich. 


2, BEAUMONT INSURANCE EXCHANGE. The Beaumont Insur- 
ance Exchange, Inc., on January 11 accepted an agreed 
judgment forfeiting its charter and subjecting it to 
a fine of $2,000 in an anti-trust suit brought 
against the Exchange and all of its active members 
by the Texas Attorney General's office. The suit 
was filed in the eighty-fifth District Court of 
Brazos County in Bryan, Texas. By acceptance of an 
injunction which is an important part of the judg- 
ment exchange members are permanently restrained 
from forming combinations in the writing of fire 
and casualty insurance that would violate the Texas 
anti-trust law. In the petition which accompanied 
the filing of the suit by the Attorney General's 
office it was declared that 60 per cent of the li- 
censed recording agents of Beaumont were active men- 
bers of the Exchange. The petition further alleged 
the creation of restrictions in trade and commerce; 
attempts to lessen competition in the business of in- 
surance; and agreements among members to preclude 
free competition. The alleged practice of the Ex- 
change in denying membership to representatives of 
mutual and other non-stock carriers and preventing 
members of the Exchange from having any business re- 
lations with representatives of such insurance com- 
panies is believed to have been the main purpose of 
the suit. Similar exchanges in numerous other 
cities of Texas, particularly those having "in-or- 
out" rules, have been under investigation by the At- 
torney General and it is expected that because of 
the quick, judgment in the Beaumont case some form 
of suit will be instituted against them unless they 
immediately amend their rules. Reorganization of 
the Beaumont Exchange is contemplated with all ob- 
jectionable items eliminated from its charter and 
by-laws. 


3, AVIATION UNDERWRITERS. Elected to the presidency 
of the United States Aviation Underwriters, Inc. 
managers of the U. S. Aircraft Insurance group is 
Reed M. Chambers, who had been vice president of 
the organization since its inception. He succeeds 
David C. Beebe who becomes chairman. Other changes 
include the election of Albert J. Smith, former 
assistant treasurer, to the office of vice presi- 
dent and financial manager, and Richard S. Ander- 
son, former assistant secretary, to vice president 
and chief underwriter. 


4, COMMITTEE ON BLANKS. The Committee on Blanks of 
the National Association of Insurance Commissioners 
will meet at the Hotel Commodore, New York City, 
April 28 to May 3. Chairman of the Committee is W. 
A. Robinson of the Ohio Insurance Department. 


5, 48-HOUR WEEK. The regional director of the War 
Manpower Commission in Chicago, following the fil- 
ing of a petition requesting that insurance offices 
be exempted from the 48-hour a week order, has ruled 


that pending a decision of the Commission on the 
application for exemption the industry need not es- 
tablish the 48-hour week. The petition requesting 
exemption was filed after a careful and exhaustive 
study of the situation by a committee appointed by 
the insurance industry. Exemptions for insurance 
offices will be made following filing of the exemp- 
tion form by individual offices. Blanket exemp- 
tions for industries are not made. 


6, NATIONAL COUNCIL. Clarence W. Hobbs, special 
representative of the National Association of In- 
surance Commissioners on the National Council on 
Compensation Insurance underwent an operation early 
in January at the Massachusetts Memorial Hospital 
in Boston. He is reported as "doing nicely". Mr. 
Hobbs has not been well for some time, having been 
away from his desk since early in December. It is 
hoped that the operation may result in an early re- 
covery. 


7. N. H. FIRE POLICY. Fire and marine insurance 
companies authorized to transact business in New 
Hampshire have been notified by Commissioner Don- 
ald A. Knowlton that effective January 15, the New 
Hampsaire fire form is amended by omitting the re- 
quirement that the assignment of interest clause 
be included in the policy. Carriers may, however, 
continue to include the clause in their contracts if 
they prefer to do so. Companies dropping the as- 
signment clause in their policies shall, in case an 
assignment of the contract is made, attach an en- 
dorsement to that effect to the policy in the form 
of the present assignment clause. 


8. COMPENSATION PROGRAM. The Compensation Insur- 
ance Board has notified the Minnesota Compensation 
Rating Bureau of its approval of the workmen's com- 
pensation program as resubmitted to the Board on 
December 2, 1943. The program became effective 
in the state at 12:01 A.M. December 31, 1943 on new 
and renewal business only. In approving the plan 
the Board stipulated that the companies snall main- 
tain and furnish complete records as will enable 
them to provide "Standard Premium" figures as well 
as "Collected Premiums" figures for all risks writ- 
ten under the plans as approved. The Board con- 
curred with the Committee action of the Bureau 
which provides that no policy may be cancelled and 
rewritten for the purpose of applying these plans. 
The broad workmen's compensation rating program 
was also approved in Missouri, effective January 
1, 1944 and North Carolina which previously had 
approved only the stock company program, has now 
0.K.'d the plans of the non-stock carriers. The 
latter action is retroactive to October 1, 1943. 


9, ALABAMA FIRE POLICY. Superintendent Frank N. 
Julian of Alabama has notified all fire carriers 
licensed in the state that effective March 1, 1944, 
the 1943 New York Standard Fire Insurance Policy is 
adopted as the standard form of policy contract 
for covering property in the state of Alabama. 
Companies have been requested to interpret all out- 
standing fire insurance policies covering property 
in the state and having an inception date prior to 
March 1, 1944, in respect to any loss occurring 
subsequent to noon, standard time, March l, 1944, 
as having been written on the new form by the attaca- 
ment of an endorsement to the contract. Permis- 
sion to use existing stocks of fire policies on 
contracts written subsequent to February 29, 1944 
is granted provided an endorsement is attached 
thereto agreeing to construe the policy subject to 
the provisions of the 1943 New York form. Use of 
the new policy becomes mandatory on January 1, 1945. 
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10, N.A.I.A. COMMITTEE CHAIRMEN. Fred A. Moreton 
of Salt Lake City, Utah, president of the National 
Association of Insurance Agents has announced the 
organization's Committee Chairmen for 1944 as fol- 
lows: accident prevention — I. R. Zerzan, Omaha, 
Neb.; agency qualification -— Thomas G. Redden, 
Greensboro, N. C.; aviation - David J. Main, Denver, 
Colorado; branch office - Richard H. McLarry, Dal- 
las, Texas; B.D.0. Advisory council - Allan I. 
Wolff, Chicago, Ill.; casualty - W. Wright‘ Hum- 
phreys, Philadelphia, Pa.; credentials - W. B. Cal- 
houn, Milwaukee, Wis.; educational - L. P. McCord, 
Jacksonville, Fla.; fidelity and surety - H. F. 
Warner, Kansas City, Mo.; finance - Russell M. L. 
Carson, Glens Falls, N. Y.; financed accounts - H. 
EK. Hendren, Sacramento, Cal.; fire prevention - W. 
Loring Ferguson, New Orleans, La.; inland marine - 
Hunter Brown, Pensacola, Fla.; membership - Leonard 
F. Whelan, Greenwich, Conn.; public relations - 
Wade Fetzer, Jr., Chicago, Ill.; and rural agents - 
Hamilton C. Arnall, Newman, Ga. 


11, AIRCRAFT HULL. Extension of hull policies cov- 
ering flight risks to include general average and 
salvage charges for which the insured may be liable 
under United States law has been announced by the 
United States Aviation Underwriters, Inc. Effec- 
tive January 1, 1944 the extension applies to all 
such policies issued to scheduled airlines by mem- 
ber companies of the United States Aircraft Group, 
for which the U.S.A.U. are underwriting managers. 
For the present no additional premium charge will be 
made. 


12, SAFETY RESPONSIBILITY. Don F. Stiver, state 
public safety director, has notified Indiana motor- 
ists that war bonds are not acceptable as bond under 
the provisions of the newly enacted Indiana Motor 
Vehicle Safety Responsibility law because they are 
not negotiable or transferable. 


13, REORGANIZATION. Reorganized into a mutual fire 
insurance company and renamed the Pilgrim Mutual 
Insurance Company of Cedar Rapids is the former Mid- 
land Mutual Insurance Assn. of Waterloo, Iowa. The 
Pilgrim Mutual has been licensed by the Iowa Insur- 
ance Department to transact a fire and inland marine 
business and tentative approval has been given the 
carrier to write a turkey insurance policy. Presi- 
dent of the new carrier is Glenn A. Andreas and M. 
A. Lathrop is listed as secretary. 


14, WAR DAMAGE. Authorization has been granted the 
War Damage Corporation Claims Service Office by the 
Corporation's directors, to receive and to adjust 
claims under WDC policies for direct loss or dam- 
age to insured property resulting from the explo- 
sion of the destroyer U.S.S. Turner off Sandy Hook 


early on January 3. 


15, TENNESSEE FIRE POLICY. Approved by Insurance 
Commissioner James M. McCormack for use in Tennes- 
see effective March 1, 1944 is the 1943 New York 
Standard Fire Insurance Policy. 


16, INSURANCE BUYERS. The insurance section of the 
American Management Association will meet at the 
Hotel New Yorker in New York City on May 24-25. 


17, DECEASED. Mrs. Emma McCotter, widow of C. A. 
McCotter, founder and for many years president of 
the Grain Dealers National Mutual Fire Insurance 
Company, died recently in Indianapolis. She was 
82 years old. A son, Gage McCotter, first vice pres- 
ident of the Grain Dealers, survives. 


18, SOCIAL SECURITY. More than 100 representatives 
of life and casualty insurance, industry, labor, 
management, medical and other interested groups at- 
tended a conference called by the Social Security 
Committee of the United States Chamber of Commerce 
in Washington, D. C. on January 10 and 11 to discuss 
and study proposals for revision of the Social Se- 
curity Act. Speakers included M. A. Linton, presi- 
dent, Provident Mutual Life; Reinhard A. Hohaus, 
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associate actuary, Metropolitan Life; and Eric A. 
Johnston, president, U. S. Chamber, who opened the 
meeting with a formal address. Discussed at the 
meeting - said to be one of the most comprehensive 
ever held on the Social Security question - was the 
Wagner-Murray bill to broaden the scope of Social 
Security. 


19, MAINE DEPARTMENT. On military leave of absence 
from the Maine Department is Insurance Commissioner 
Alfred W. Perkins who accepted a commission as lieu- 
tenant (j.g) in the naval reserve. He reported for 
active duty on January 15. During Mr. Perkins ab- 
sence Deputy Commissioner Guy R. Whitten will handle 
the affairs of the Department. Mr. Perkins’ present 
term of office expires on May 1, 1946 but in accord- 
ance with the laws of Maine he will be reinstated 
as Commissioner if he returns from service on or 
before that date. 


20, IOWA FIRE POLICY. The 1943 New York Standard 
Fire Insurance Policy cannot be adopted in Iowa un- 
til approved by the legislature according to an 
informal opinion rendered to Insurance Commissioner 
Charles R. Fischer by the Attorney-General. Incor- 
poration of the provisions of the new policy into 
the Iowa contract by use of riders is a possibility 
but the Commissioner has made no decision as yet as 
to whether or not this will be done. 


21. HEALTH COUNCIL. Appointment of Dr. L. D. Bris- 
tol, executive director of the Hospital Council of 
Greater New York, as Chairman of the Health Advisory 
Council of the U. S. Chamber of Commerce has been 
announced by President Eric A. Johnston. Dr. Bris- 
tol succeeds Dr. J. S. McLester of Birmingham, 
Alabama. The naming of Dr. A. J. Lanza, Chief, oc- 
cupational hygiene section of the office of the 
Surgeon General, U. S. Army, as Chairman of the 
Chamber's Committee on Industrial Health was also 
revealed. Although relinquishing the Chairmanship 
of the Council because of the press of increased 
duties in the war service of the Federal Government, 
Dr. McLester ‘continues as a member of the group. 


22. SAFETY CONGRESS. The 33rd National Safety 
Congress and Exposition will be held October 3-5, 
1944 at the Sherman, Morrison and La Salle Hotels, 
Chicago. This decision was reached at a recent 
meeting of the National Safety Council's executive 
board. War conditions dictated the decision to 
limit the Congress to three days, as in 1942 and 
1943, and Chicago again was chosen because of its 
exceptional hotel and transportation facilities. 


23, WHITNEY FELLOWSHIP. An annual $2,000 fellow- 
Se in safety education will be awarded by New 
ork University in memory of the late Albert W. 
Whitney, pioneer safety educator and for many years 
director of the National Conservation Bureau, it 
has been announced by Harold 0. Voorhis, secretary 
of the University. The fellowship will be awarded 
each year to a public or private school teacher who 
has distinguished himself in safety education. A 
committee of nationally prominent educators will 
be named to assist the University in selecting the 
recipient of the annual award. The fellowship grant 
is designed to enable the recipient to do graduate 
work in the Center for Safety Education of the Uni- 
versity's Division of General Education. 


24, ILLINOIS BROKERS. The Insurance Brokers Asso- 
ciation of Illinois, Inc. on January 13 voted to sup- 
port the action of its board of directors in oppos- 
ing passage of the Bailey-Van Nuys bill pending in 
Congress. The Association's board of directors on 
November 2, 1943 voted unanimously to oppose the 
bill but because some members feared that federal 
regulation might result in the insurance companies 
being brought under the monopoly laws, a special 
meeting of the membership was called to consider 
the directors action. 


25. EMPLOYERS CASUALTY. The Employers Casualty 
Company of Dallas, Texas, has announced the open- 
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ing of an inland marine department and has selected 
W. L. Chase, as Manager. Mr. Chase has been active 
in marine insurance in various capacities since 
early in 1929. The Employers Casualty so far as 
their operations in Texas are a multiple line com- 
pany writing fire insurance as well as various cas- 
ualty lines. To begin with their marine writings 
will be confined to the State of Texas. 


26. FIRE LOSS. Fire losses in the United States 
during 1943 totaled $380,235,000 — an increase of 
$65,386,000 or 21% more than the total reported for 
1942 — according to preliminary estimates of the 
National Board of Fire Underwriters. Although 
losses for the first eleven months of 1943 had been 
running much higher than for the corresponding pe- 
riod of 1942 the December total of $47,716,000 
helped swell the yearly figure to such an extent 
that 1943 losses were the highest recorded since 
1932. The December 1943 figure — highest for any 
month since March 1932 — was 31% higher than losses 
of $38,489,000 reported in December 1942 and 51% 
above losses of $31,847,000 in November 1943. 


27, DECEASED. N. Evan Davis, president and treasur- 
er of the Middlesex Mutual Fire Assurance Company of 
Middletown, Connecticut died at his home in that 
city on January 17. The death of Mr. Davis, who was 
68 years old, was attributed to a heart attack. He 
had been an employee of the company for 46 years. To 
succeed Mr. Davis as president, the board of direct- 
ors elected Lt. Col. John M. Hincks. The new pres- 
ident has been given a leave of absence for the dur- 
ation and in the interim Ansel A. Packard, a di- 
rector, will serve as acting president. 


28, FIRE WASTE. Executives and fire prevention conm- 
mittee chairmen of all chambers of commerce enrolled 
in the 1943 Inter-Chamber Fire Waste Contest have 
been sent reporting forms on which to report their 
activities. Cities and communities enrolled in the 
program represent an aggregate population of more 
than 40,000,000 and a large part of the nation's war 
production is concentrated in these communities. 
Approximately sixty awards will be made to cities, 
divided into six classes, based upon population. 
First award in each class will be a plaque and the 
next ten winners will each receive engraved honor 
citation certificates. The winner of the grand 
award, given for the most meritorious accomplish- 
ments on all counts, will receive a large plaque. 
Judges in the contest will be Eugene Arms, manager, 
Mill Mutual Fire Prevention Bureau, Chicago; George 
W. Booth, chief engineer, National Board of Fire 
Underwriters, New York City; and Percy Bugbee, gen- 
eral manager, National Fire Protection Assn., Bos- 
ton. Winners of merit awards will be announced na- 
tionwide about April 1 at the annual meeting of the 
National Fire Waste Council. Awards will be made 
with special ceremony at the annual meeting of the 
National Chamber, which it is expected will be 
scheduled around May l. 


29, TEXAS FIRE POLICY. A new policy for the writ- 
ing of fire, windstorm, extended coverage, explosion 
and rent insurance was approved by the Texas Board 
of Insurance Commissioners on January 17 and be- 
comes effective May 1, 1944. Companies desiring 
to use up their present supply of policies may do so 
until September 1, 1944 provided an appropriate 
endorsement making the old policy conform to the 
conditions of the new is attached thereto. The 
Board also recommends that companies file with it 
a letter and endorsement agreeing, at the insured's 
option, to adjust all losses under outstanding pol- 
icies in accordance with the conditions of the newly 
adopted policy. Insofar as the general conditions 
and those conditions pertaining to fire insurance 
are concerned, the 1943 New York standard fire pol- 
icy was used as a basis. 


30. FIRE RATES. Establishment of a joint legis- 
lative committee to investigate fire insurance conm- 
panies with reference to rates is proposed in a 
bill introduced in the New York Assembly on Janu- 
ary 18 by John P. Morrisey, New York City democrat. 
An appropriation of $25,000 to make the investiga- 
tion is proposed in the bill. 
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31. COMMISSIONERS' MEETING. The annual meeting of 

the National Association of Insurance Commissioners 

will be held at the Edgewater Beach Hotel in Chicago, 

June 14-17, it has been announced by Commissioner 

ripe: G. Read of Oklahoma, secretary of the Associa- 
ion. 


32, MUTUAL BOILER. Edwin B. Pease was elected sec- 
retary of the Mutual Boiler Insurance Company of 
Boston at a meeting of the company's board of di- 
rectors on January 18. He succeeds John A. Collins, 
who had held the position since 1909. Mr. Collins 
will continue to serve the company as vice-president 
and director. Joining the company in 1930, Mr. 
Pease was made assistant secretary in 1932. 


33. AGENTS MEETING. The national board of state 
directors of the National Association of Insurance 
Agents will hold its mid-year meeting at the Hotel 
Heidelberg, Jackson, Mississippi, April 3-5. 


34. ANTI-TRUST SUIT. The Supreme Court of the 
United States on January 11 heard arguments in the 
anti-trust suit brought by the Department of Justice 
against the South-Eastern Underwriters Association, 
its officers and member companies. The high court 
is hearing the case on appeal of the Justice Dept. 
from the decision handed down by Judge Marvin E. 
Underwood in the District Court of the United States 
of the Northern district of Georgia last August 5 
wherein he dismissed an indictment against the S.E. 
U.A. charging that it was violating the anti-trust 
act. Attorney General Francis Biddle presented the 
case for the Government, while John T. Cahill of the 
New York law firm of Wright, Gordon, Zachry, Parlin 
and Cahill and Dan MacDougald argued for the South- 
Eastern Underwriters Association. A decision is 
expected to be handed down some time during the 
month of February. 


35, FIRE PREVENTION. Chicago, Illinois in the 
United States and Hull, Quebec and Ottawa, Ontario 
(tied) won first honors in the International Fire 
Prevention Week Merit Competition as announced by 
T. Alfred Fleming, Chairman of the Fire Prevention 
and Cleanup Campaign Committee of the N.F.P.A. 


36, INSURANCE EDUCATION. The University of Wiscon- 
sin board of regents on January 19 ordered the ele- 
vation of the institution's School of Commerce to 
separate college status. The regents voted to dis- 
engage the School of Commerce from the College of 
Letters and Science, to increase its curriculum and 
staff and to establish a new bureau of business and 
research. New courses in insurance and new teachers 
will be added and offerings in this field will be 
adequate to prepare those interested in life insur- 
ance to pass the C.L.U. examination and for those 
interested in fire and casualty insurance to pass 
the examination for the certificate of the Insur- 
ance Institute of America. 


37, RETALIATORY OPINION. Attorney General Thomas 
J. Herbert of Ohio on January 18 advised Superin- 
tendent of Insurance J. Roth Crabbe with respect 
to the application of the so-called retaliatory 
statutes of the state against a South Carolina fire 
insurance company doing business in Ohio. The pur- 
pose of the retaliatory statutes, the Attorney Gen- 
eral pointed out, is to place companies of another 
state doing business in Ohio under the same obli- 
gations with respect to payment of fees as Ohio com- 
panies are obligated to pay in such other states. 
Since Ohio companies doing a reinsurance business 
only in South Carolina are not obligated by the laws 
of that state to pay any fees there, he held that 
a South Carolina company doing a reinsurance busi- 
ness only in Ohio should be required to pay only 
the regular fees and the retaliatory statute has 
no application. 


38, NEW' YORK DEPARTMENT. Appointment of A. J. 
Bohlinger, New York City lawyer, as third deputy 
insurance superintendent in charge of the complaint 
and fire and marine bureaus at the New York City 
office has been announced by Supt. Robt. E. Dineen. 
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39, LICENSING SUIT. The officers and directors of 
the Florida Association of Insurance Agents have 
brought suit in Leon County Circuit Court for an in- 
junction to restrain the insurance department from 
licensing General Motors' dealers as agents of Mo- 
tors, the GMAC subsidiary. The Florida Attorney 
General has ruled that these dealers are eligible 
for licenses and the applicants have passed the in- 
surance department examination but Commissioner 
Larson has agreed to withhold issuance of licenses 
— an interpretation of the licensing stat- 
utes. 


40, GEORGIA FIRE POLICY. Approved by the Georgia 
Insurance Department for use in the state is the 
1943 New York standard fire insurance policy. A re- 
wording of that portion of the policy pertaining to 
loss arbitration and "what constitutes a loss" was 
necessary, however, because of the Georgia statutes. 


41, PREMIUM TAX SUIT. Argument was heard by the 
U. S. Supreme Court on January 31 in the suit brought 
by the Great Northern Life Insurance Company chal- 
lenging the validity of the 1941 Oklahoma statute 
entitling the state to increase the premium tax of 
insurance companies from 2% to 4%. The Federal 
Court and the Circuit Court of Appeals have already 
sustained the law. Great Northern contends that the 
statute violates the 14th amendment to the Federal 
constitution and also maintains that the tax is not 
legal because domestic companies of Oklahoma are 
not subject to it. 


42, STATE FARM MUTUAL. The refusal of the Wisconsin 
Insurance Department to license the State Farm Mu- 
tual Automobile of Bloomington, Illinois has been 
upheld by the Supreme Court of Wisconsin. The court 
affirmed the decision of the late Circuit Judge-A. 
C. Hoppmann of Madison who agreed with the Depart- 
ment's contention that the company was not entitled 
to a license because its unearned premium reserve 
did not meet the requirements of the Wisconsin law. 
The controversy between Commissioner Duel and State 
Farm Mutual dates back to 1940 when the carrier was 
denied a license on the grounds that it charged 
policyholders a membership fee, which it did not 
treat as premium and on which it did not set up a 
reserve. The membership plan was then abandoned in 
Wisconsin but the Commissioner still refused to 
license the company because its unearned premium 
reserve did not include 50% of membership fees col- 
lected anywhere, as well as 50% of premiums. The 
Supreme Court's opinion held: "The company seems 
to think that its constitutional rights are in some 
way interfered with by the Commissioner's refusal 
to issue it a license. The company is only required 
to do what every other corporation (licensed to 
handle insurance in Wisconsin) is required to do." 
Membership fees collected by the company from Wis- 
consin residents, the court held, 


turned as demanded by the Commissioner, because 
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those policyholders who paid them i in- 
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43, S. C. FIRE POLICY. The South Carolina Insur- 

— tenn Fhe aceann 6 approved the 1943 New 
andar ire Insurance Policy f 

state effective March l, 1944. Pe ee 


44, NORTHWESTERN MUTUAL. The election of L. D. Brill 
as executive vice president of the Northwestern Mu- 
tual Fire Association of Seattle, Washington, has 
been announced by M. D. L. Rhodes, president of the 
company. Mr. Brill succeeds J. J. Beall who re- 
signed early in January. Under the direction of 
the Association's governing staff composed of J. 
a. Edwards, chairman of the board, President Rhodes, 
and Corwin S. Shank, vice chairman and general coun- 
sel, Mr. Brill will coordinate and supervise all 
major activities of the company's operations in both 
the United States and Canada. Also announced was 
the election of J. M. Battle of Raleigh, North Car- 
olina; Geoffrey Christian of Los Angeles; J. D. 
Fletcher and Alfred E. Rode of Seattle, as vice 
presidents. 


45, DECEASED. John Sharp Williams, 3rd, insurance 
commissioner of Mississippi died at Jackson, Mis- 











had served as head of the State insurance department 
Since 1936 and was a past president of the National 
Association of Insurance Commissioners. 


46, LOWELL MUTUAL. At the annual meeting of the 
Lowell Mutual Fire Insurance Company, Lowell, Mas- 
sachusetts, Winfield A. Reed was elected assistant 
secretary in active charge of the company during 
the illness of James A. Grant, who was re-elected 
secretary-treasurer. 


47, KENTUCKY DEPARTMENT. Sherman Goodpaster, Ken- 
tucky Director of Insurance, who, early in December 
sent his resignation to Simeon Willis, newly elected 
Republican Governor of the State, has been asked 
by the chief executive to stay in office. David 
L. Tynes, for the last six years executive director 
of the Community Hospital Service, Louisville, has 
been appointed assistant insurance director by the 
Governor. 


48, U. S. CHAMBER. The annual meeting of the United 
States Chamber of Commerce will be held at the Wal- 
dorf-Astoria, New York City, May 3-6. 


49, FIDELITY MUTUAL. The Fidelity Mutuel Fire In- 
surance Company of Indianapolis — a running mate of 
the Indiana Lumbermens Mutual Fire Insurance Com- 
pany — has been converted from a fire to a casualty 
carrier and the title has been changed to Fidelity 
Mutual. The fire business of Fidelity Mutual has 
been reinsured by the Indiana Lumbermens and Fidel- 
ity Mutual has reinsured the automobile business 
in Indiana of Indiana Lumbermens. 
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POLICY FORMS — New Hampshire fire 
policy 7; Alabama fire policy 9; air- 
eraft hull 11; Tennessee fire policy 15; 
Iowa fire policy 20; Texas fire policy 
29; Georgia fire policy 40; South Caro- 
lina fire policy 43. 


RATES — W. C. graded expense 8; fire 
rate investigation 30. 


SOCIAL SECURITY — U. S. 
conference 18. 


STATE RULINGS — Ohio 
opinion 37. 


26; Fire 


Lowell Mutual 
Chamber 


Society 1; retaliatory 









TRAFFIC — Indiana safety responsibil- 
Na- ity law 12. 
Employers 
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WAR DAMAGE — payment of claims 14. 
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: Chi Bar Panel Di Fed isi 
1e icago Dar Fane iscusses Fe eral Supervision 
a UGH » 
= MM MN ACA Af 
Ss 
1e TATE supervision of insur- 
ee ; ; 
o ance is to be preferred to Fed- 
J. eral regulation in the opinion of 
3, fa panel drawn from all branches of 
4 the insurance business which dis- 
tn cussed “Federal Supervision of In- 
as surance” under the auspices of the | 
r- & Insurance Committee of the Chicago 
D. 3ar Association on January’ 11th. 
ce BThe panel participants were Ray | 
sass, treasurer of A. E. Staley Man- 
ce Buiacturing Company, who repre- 
He sented insurance buyers; Paul F. 
nt Jones, Director of Insurance of IIli- 
al @nois; Wade Fetzer, Jr., chairman of | 
the Public Relations Committee of Photo courtesy Economist | 
the National Association of Insur- ' : , 
~~ Reems eieeian as Maule Members of the panel and officers of the Chicago Bar pictured above are: standing, 
“A ance s\gents ; arence U. auley, left to right, Ray Bass, treasurer, A. E. Staley Manufacturing Co.; Sam Levin, chair- 
on secretary of the Great Northern Life man, Insurance Committee, Chicago Bar; Stephen Hurley, vice-pres. Chicago Bar; 
NEB insurance Company; Chase M. and Wade Fetzer, Jr., W. A. Alexander & Co. Seated left to rignt are: Chase M. | 
; Smith. general counsel of the Lum- Smith, Lumbermens Mutual Casua ty Co; John M. Thomas, president, National | 
ath, g ; . . “ad 4 Board of Fire Underwriters; Ambrose B. ony. American Mutual Reinsurance Co. | 
—- ermens 4 Tutual asualty Company and Paul F. Jones, Director of Insurance for Illinois. | 
yer 2nd John M. Thomas, president of YH : ; : ; | 
ted Mthe National Board of Fire Under- The first insurance companies from .the published statements that 
sed Mwriters. Ambrose B. Kelly, general W€Te the creations of the individual have appeared in the press, the briefs | 
+m manager of the American Mutual states. They had state charters that that have been filed, and the petitions 
eed Reinsurance Company acted as chair- W€T€ granted by specific grant of the to Congress, have more or less made 
the [man and moderator.» legislature, and at an early period in up their minds, but we hope that in 
‘ , re ' cur legislative history general stat- this panel discussion, and in the ques- 
ted An overflow vin ota sates three utes were passed on insurance, set- tion period that will follow, when you 
oR hundred attorneys and insurance men ting up requirements which must be will have your chance to ask your 
heard Samuel Levin, yerge nage the met by companies which were to op- questions, we can give you a better 
ses gone migra of the : ucag°O erate in that field. You are, I think, picture of the whole problem than 
a ae ce Ee te nt me poncabl all familiar with Paul v. Virginia, you have had available to you up to 
om- palce Mr. Kelly. In his introductory which decided back in 1868 that in- the present.” 
ity remarks Mr. Kelly said: surance, not being commerce, was se 
oe “What we do propose to do is subject to the jurisdiction and regul- 
~ fe bring together a group of men from lation of the states, and you know AUL F. JONES, when called on | 
ess Bvarious fields within the insurance that through the years that have fol- to explain the functioning of 
gbusiness, each specially qualified by lowed, that original holding has been grate supervision and the National | 
‘xperience and training to speak for sustained again and again by the Su- Association of Insurance Commis- | 
—, Bhis group, not as official spokesmen preme Court. sioners stated : 
{ the business, but as representatives “The entire question is once more ii aati sl ii a 
mly of themselves. And we expect .; > , . . le regulation Of msurance Dy 
ag be 3 : in the forefront of the public mind, jhe Federal Government is not a new 
hem to review with you and with . : : peer e al G is Z 
abe eae and we hope that this group of speak- .,oh1em. but on the contrary has 
ach other, in an informal way, some sage _ aeges et ca 4 , ary fas 
; , > ey, ers can give you the background of ‘chated for at least seventy-five 
yf the basic questions which are un- 5 - : ; yeen debated tor at least seventy-five | 
cage 7 ‘ the problem and discuss with you the ...-, There was a time when men 
lerlying this whole problem. Mr. : gee : - years. here Was a time when m 
"> = ; possible consequences of a change in OF the industry, at least some of 
—! Bevin has told you of its present 1m- : as : , Of the industry, < ast SO 
<ul as the method of regulating insurance 4 athe Sie Ss . federal rev- 
ortance. You know of the litiga- . ; 5 them, were in favor of federal reg | 
2 ad companies, and discuss the advan- | jation as an escape from the conflict- 
ion and the legislation at present . EY he Uiation as an escay | 
r fire ; yd tages and disadvantages from the ;., iurisdictions of the several states 
air- Bending on the subject. I am sure : es ; ing jurisdictions of the several states 
y 153 a : ; standpoint of the public and the in- 5.” Which thev did business: but in 
jolicy Bhat all of you know, since you are | ; ‘3 the t_ whic y SS; 
ences : : ’ surance companies of a change in the je@69 the United States Supreme 
bare- Mor the most part either lawyers or : aes, 2 ‘ . Vie es 
4 ] present method of regulating insur- Court settled that issue in the case of 
. gre@™Surance men, that it has been con- _ pi : ourt settled that is » cas 
, eded for years that insurance is af-  “"“* Paul vs. Virginia, and there held that 
mber ected with the public interest, that “We will concede, in all honesty imsurance was not commerce, and 
he operations of insurance compan- that the panel you have before you since that time has repeatedly ESS 
ateryMes must be regulated by someone, is perhaps unduly weighted in favor . affirmed the opinion of that original 
nd J am sure that all of you know’ of state supervision. We have rep- case, _and Congress has recognized 
sibil- Bhat over the past years that regula- resentatives of the imsurance com- the right of the states to exercise a 
ion has been in the hands of the panies and the insurance business. great deal of control over insurance 
ms 14. 








rarious state insurance departments. 


Those men, as you may have gathered 


companies. 
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“Since that time, the growth of in- 
surance has been phenomenal, and I 
believe in every respect has kept pace 
with the development of the country. 
The assets of the companies have 
grown many fold, and now we have 
come to a place where almost every 
conceivable kind of hazard and risk 
is covered by insurance. I do not 
helieve that anyone claims that ade- 
quate insurance is not available. The 
financial record of the industry has 
been remarkable, and I think it would 
be admitted that there is no institu- 
tion, state or federal, that has a bet- 
ter record, including the federal 
banks. From the standpoint of com- 
petition, the insurance business has 
enjoyed a keen and spirited competi- 
tion from the beginning. 

“T think, therefore, it is fair to 
conclude that under state supervi- 
sion the growth of the companies has 
not been stunted, that free enterprise 
has not been stifled, that a sound and 
conservative supervision has been ex- 
ercised from the financial standpoint, 
and that certainly there has been no 
monopoly to the extent of preventing 
new enterprise to enter the field of 
insurance. 


“One of the things that has made 
possible the record that I have out- 
lined is the National Association of 
Insurance Commissioners. That or- 
ganization was created in 1871. The 
Insurance Superintendents and com- 
missioners of the states, the terri- 
tories and insular possessions of the 
United States are its members. From 
its inception, it has worked toward 
cooperation and uniformity amongst 
the states. For over a half century 
the states of this Union have used a 
uniform blank for statement pur- 
poses. A cooperative system of ex- 
amination has been in use for many, 
many years. Reciprocity amongst 
the states has made it possible for 
companies to expand and do business 
throughout the country, and the 
checks and balances in a convention 
of forty-eight states, in my opinion, 
holds to a minimum the administra- 
tive evils that grow out of selfishness 
or ignorance or arrogance, or what- 
have-you, from an administrative 
point of view. 

“All of the men who hdve been 
privileged to observe the functions of 
the National Association of Insur- 
ance Commissioners, without excep- 
tion, I believe, feel that the dual sys- 
tem of control—that is to say, by the 
states and the Federal Government 
—would be costly to the public, that 
in the long run it would tend to curb 
an aggressive approach to new prob- 
lems, that it would tend to make the 
rich richer and the poor poorer, so 
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far as the insurance companies are 
concerned, that ultimately the small 
companies would wither, dry up and 
blow away, or be absorbed, and that 
from the standpoint of monopoly, we 
would have a much greater monopoly 
than we now have. 

“As lawyers, you know what it 
would mean to face a Federal Go- 
liath in Washington without even a 
sling-shot. In Springfield or Albany, 
Atlanta or Sacramento—your chances 
are much better, whether you repre- 
sent a widowed claimant, or a com- 
pany’s right to initiate a new form of 
coverage. So far as my own person- 
al insurance policies are concerned, 
I prefer the supervision of the forty- 
eight states. 

“T realize that the record of the 
Industry over the past ninety-three 
years, while truly remarkable, is not 
perfect, and everyone knows that 
evils and abuses exist today. If 
strong measures are necessary to pro- 
tect the public against broken prom- 
ises, greed and misrepresentation, 
then I favor courageous and deter- 
mined action by the states and the 
National Association of Insurance 
Commissioners.” 

In commenting on the efforts made 
through the Commissioners’ Associa- 
tion to secure uniformity Mr. Pauley 
said: é 

“On this question of uniformity of 
the laws, it seems to me that we do 
not want uniformity of laws until 
such time as we have passed the pe- 
riod of experimentation. If we have 
federal regulation, we will certainly 
have uniformity of regulation. I 
think the best example of the coop- 
eration of the Insurance Commis- 
sioners is to be found, so far as the 
life insurance business is concerned, 
in the so-called’ Guertin laws.” 


M& KELLY then asked for a 
discussion of the arguments in 
favor of federal regulation and as- 
signed Mr. Smith to argue the case 
for it. Mr. Smith responded as fol- 
lows: 

“If we must have federal regula- 
tion—and when I listen to us insur- 
ance people extol our virtues I am 
practically at the point of tears of 
self- sympathy on account of the 
wrongs sinned against us and our 
own helplessness—but anyhow, if we 
have to have federal regulation, and 
there are good reasons that can be 
offered in favor of it, they would be 
these : 

“The first is the simplicity of su- 
pervision. We would be spared the 
spectacle of forty-eight different state 
insurance departments, perhaps, and 








have one, maybe as bad as all forty 
eight. We would have one. 


“The second is economy. Presu 
ably you could regulate the insurang 
business more economically if ong 
head or edict-maker at the sour 
wrote the rules with a staff of hig 
salaried, competent, well - selecte/ 
people. 


“Third, the supervision might 
more intelligent because more co 
centrated, and with a higher grade o 
talent. 


“Fourth, in the probable reorgan 
ization of the business which woul 
necessarily accompany any revol 


tionary method of change from ong 


system of regulation to another, w 
might have a realignment of insur 
ance companies; for instance. th 
breaking down of the old barrier be 
tween casualty and fire insurand 
companies; as many of you know, 
fire insurance company cannot writ 
casualty insurance, and a casual 
company cannot write fire insuraned 
That makes each of them more Chris 
tian in his own estimation. In a re 
organization of supervision or regu 
lation, we might have a reorganiza 
tion of underwriting powers mor 
easily accomplished than under t 
present set-up. 


“The fifth, and the last, is the eff 
ciency in handling interstate isi 
and insurance of firms operating + 
many states. That, of course, is 
problem that has baffled the beg 
minds in the business and for whie¢ 
solutions have been offered, b 
which, obviously, with the breaki 
down of state lines insurance-wisf 
would be much simplified.” 


Mr. Bass then asked whether t 
elimination of present state laws ff 
quiring countersignature would n9 
be a point in favor of federal regule 
tion. In reply Mr. Fetzer stated: 


“T must confess, Mr. Chairmag 
that the countersignature problej 
was created very largely by the grou 
that I am supposed to represent, th 
insurance agents. I believe with M 
Bass and I object to countersignatu 
just as much as he does, but I thi 
it is in order to tell the other side ¢ 
the story. I do not agree with } 
but nevertheless it is proper to gt 
it into the record. The local agent 
feel that they are fighting for the 
lives. They have seen Main Stret 
change from a place in which eve 
property was locally owned and thé 
had the insurance on it, to a situatid 
where now three-quarters of t 
stores on Main Street are chal 
stores and the insurance is handlé 
in New York or here in Chicag 
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(Continued on page 18) 
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SOUND PUBLIC RELATIONS 
(Continued from page 10) 


gage. In yet another case, the in- 
sured was $200,000 under-reported 
because he had failed to include fur- 
niture and fixtures in his Statement 
of Values. 


Think of the thousands of dissatis- 
fied claimants there must be the coun- 
try over, and with each touching a 
neighbor like a spoiled apple in a 
barrel. I am not attempting to dis- 
cuss production, but think of the doz- 
ens of opportunities every agent has 
to add basic fire and windstorm cov- 
erages, to say nothing of auxiliary 
lines, for his policyholders who need 
the protection and probably think 
they have it. 
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Occasionally a_ situation arises 
where a fire occurs and the agent 
feels there is something “off color.” 

























Ow, ; 
write He may be reluctant to request an in- 
sualt Vestigation, feeling that the Home 
rancé™ Office will get the idea that he has 
Chrig™ been negligent in writing the busi- 
“a rag ness. Company executives realize 
regu that incendiary fires will occur no 
aniza Matter how careful an agent may be. 
mor Lhey will unquestionably have more 
or thm Tespect for an agent who requests an 
investigation than for one who waits 
for someone else to tell the Company 
ie effi what should be done. Let me give 
_ TIS you an example. 
ing } 
. An agent stated, after a two-story, 
. peg triplex dwelling had burned, that 
whid there was more insurance on the 
|. big Property than he ‘had been led to be- 
eakinga lieve when he placed the policy for 
.-wisgt 90,900. The policyholder was a well- 





to-do business man, having an em- 
ployment record of more than twenty 
years with a large midwestern con- 
cern and a net income for that year 
of $9,200. The worker on the prem- 
ises testified that the fire was started 
by sparks falling from his pipe into 
acan of paint thinner. An investiga- 
tion was ordered and subsequently 
the worker confessed to his part in a 
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 gT0 ( ) 
nt, ti COnspiracy with the owner to burn 
th Ma the property. The insured maintained 
‘natum™ his innocence and stood trial. 
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After a day and a half of trial, 
the judge informed the defendant’s 
attorneys that he was satisfied the in- 
sured was guilty and advised the at- 
torneys to have him change his plea. 
The insured agreed to plead guilty 



















Stre@™ but insisted that he was innocent and 
| evel was pleading guilty only because of 
id the the mass of circumstantial evidence. 
tuatiG In view of this, the judge stipulated 
ot i that he would be subjected to a lie 
chai detector test at Northwestern Uni- 
ae versity crime laboratories, the result 
N1Ce oY 





of which the judge would take into 
consideration in fixing the penalty. 
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The results of this test were intro- 

uced in evidence as a part of the 
case. It showed that the accused had 
Hed about his relations with the 
workman and the burning of his 
building. When the results of the 
test were shown to the accused, he 
confessed that he not only burned the 
property involved in this loss but that 
he also had burned a series of build- 
ings in 1932, on which he collected 
$19,000 from stock companies. The 
accused returned to his boyhood home 
on a nearby farm that night and 
ended his life by taking poison. That 
penalty was too severe for the crime. 


In: this instance the agent was on 
his toes and was the first man to re- 
quest an investigation. He cooperated 
to the fullest possible extent and in- 
formation obtained from him by the 
investigators was partly responsible 
for the cracking of the case. 


Because an agent notifies a com- 
pany that he suspects a fire is of in- 
cendiary origin does not mean that 
the insured is always to blame. Fre- 
quently insurance company investi- 
gators are summoned to make an in- 
vestigation as a matter of service to 
the insured and as a matter of pro- 
tection. Because a company investi- 
gates a case, it should not be taken 
for granted that the insured is the 
suspect. 

e @ ® 


FEW weeks ago a large grain 

elevator was destroyed by fire 
and there appeared to be no plausible 
cause. An investigation was made 
and here’s the story. A man forty- 
cight years of age, who thought he 
was only twenty-four and actually 
had the mind of a boy about eight, 
had gone to the elevator to get a sack 
of cobs. He secured the key to the 
cob house from the manager in the 
office, as he had done on many pre- 
vious occasions, but when he slipped 
the key into the lock the key broke 
off and he became frightened. In his 
childish mind he thought he would 
be whipped and he was scared. It 
finally occurred to him that if he 
burned the elevator the lock would be 
lost in the ashes, no one would ever 
know that he broke the key and he 
wouldn’t be whipped, so he burned a 
$32,000 building and its contents. 


In another case a large mid-west- 
ern plant doing war work was de- 
stroyed by fire and the investigation 
revealed that it had been set by a dis- 
gruntled employee. 


There is no question about the in- 
sured in these cases. They have been 
paid, but the investigations made it 
possible to put the guilty people away 
where they will do no further harm, 
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and to learn some valuable lessons 
which can be passed on to our policy- 
holders. 


When you ask for an investigator, 
you should not tell your local au- 
thorities that the companies are send- 
ing a man who will solve the case. 
Such statements make the work of 
the investigator very difficult because 
the authorities very often will take 
the attitude that the companies are 
sending a “know-it-all” and they just 
sit back and say, “If that man is so 
smart, let him go ahead and do the 
work.” Instead, you should tell them 
that an investigator will be sent to 
cooperate with the law enforcement 
authorities to the fullest possible ex- 
tent and you may depend upon it, if 
the case is solved the investigators 
will be glad to allow the local author- 
ities to receive the credit. 


The war responsibility of the in- 
surance industry should be to prevent 
fires and accidents. The primary 
function of Mutual insurance at all 
times is to prevent losses—not merely 
to distribute them after they occur. 
Benjamin Franklin organized a com- 
pany to fight fires sixteen years be- 
fore he formed one to pay losses and 
the Factory Mutuals stemmed from 
the fire prevention efforts of Zacha- 
riah Allen. All of us have asked our- 
selves what more we can do to help 
the cause. If we can make our pol- 
icyholders conscious of the need to 
save critical supplies from destruction 
by fires, we will be making an impor- 
tant contribution to the war effort. 


We should tell our policyholders 
that fire losses nowadays cannot be 
measured in dollars, simply because 
the dollar has ceased to be a measure 
of real value. 


If you read, for instance, that one 
thousand bushels of wheat had been 
destroyed by fire, wheat worth $1,- 
600, it wouldn’t seem particularly im- 
pressive. But one thousand bushels 
of wheat represent one day’s bread 
ration for 80,000 American soldiers 
-—and in addition, 20 tons of animal 
food which is right now badly needed 
by dairymen, poultry raisers and meat 
producers. Or, if you should read 
of the destruction of one thousand 
bushels of corn—a comparatively 
small amount—you wouldn’t be much 
concerned at the eleven hundred or 
so dollars in value represented—but 
according to the old “rule of thumb” 
method of estimating, that one thou- 
sand bushels of corn is equivalent to 
eight thousand, two hundred pounds 
of pork—and that, in turn, is equiva- 
lent to meat rations for an entire 
town of 500 people, for more than 
THREE WEEKS! 
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Whether on the farm, in the gran- 
ary, the packing plant, on grocers’ 
shelves, or in our pantry or refrig- 
erator at home — food is all-impor- 
tant. 


ET me just briefly tell you of a 
. situation which probably points 
to a better fire prevention lesson than 
any of which I know. In 1918 there 
was an industrial center in Indianapo- 
lis occupied by 60 manufacturing 
firms. You remember back in that 
time there was considerable agitation 
about saving natural resources be- 
cause of the war. It was decided by 
the management of the building to 
shut down all fires at noon on Satur- 
day and not start them again until 
Monday morning, but since the 
sprinkling system would freeze dur- 
ing cold weather if this plan were 
pursued, it was also decided to turn 
off the sprinkler system during the 
same period of time. 


One cold Saturday afternoon fire- 
men were called to fight a blaze in the 
building which was the result of 
workmen having left a blow torch in 
operation under an automobile. It 
took seven days to completely extin- 
guish the fire and as soon as it be- 
came publicly known, each of the 60 
occupants of the building received in- 
vitations from other cities to locate 
in their towns. Today not one of the 
60 firms is doing business in Indian- 
apolis. I believe you will agree that 
this is a real fire prevention story, 
particularly if you can bring it home 
to your own city. 


[ have attempted merely to sug- 
gest opportunities for you to act, and 
your companies to act with you, in 
rendering tangible and positive serv- 
ice to policyholders. Such service 
will keep “our house in order,” pre- 
pared to bear inspection at any time. 
In conclusion, I would like to leave 
this thought. When doctors enter 
upon the practice of medicine, they 
take an oath to observe the highest 
ethical ideals—the oath of Hippoc- 
rates—to serve unselfishly and not to 
divulge the secrets of their patients 
which they learn while rendering pro- 
fessional services. The universal 
practice of those principles has given 
the medical profession a status such 
as few others enjoy. If we work to 
establish similar confidence and ideals 
in the insurance business—public re- 
lations will take care of themselves ; 
for in maintaining such a relationship 
we are pursuing the most logical pub- 
lic relations program that could be 
developed. 
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BAR PANEL 


(Continued from page 16) 
with those local agents left entirely 
out of any of that business. 
“Furthermore, their close friends 
are the local merchants who, them- 
selves, have been given greatly in- 
creased competition by those same 
chain stores. There is a natural bond 
of interest between those groups, and 
they feel that together they are fight- 
ing for their lives, and they feel that 
these restrictive barriers present one 
way that they can defend them- 
selves.” 


The panel then considered the ar- 
guments against federal regulation, 
such as the fact that insurance in- 
volves a local transaction, the prob- 
ability that a dual system would re- 
sult with confusion and expense, the 
loss of revenue to the states, and the 
denial of the present opportunity for 
local experiments. 

Indirect regulation and _participa- 
tion in the insurance business by the 
Federal Government was then con- 
sidered. It was brought out that as 
a buyer of insurance the Federal 
Government had changed rating pro- 
cedures, set up lists of acceptable 
companies and insisted on the disre- 
gard of state restrictions. In the 
fields of marine, aviation and inter- 
state operation of motor vehicles it 
makes insurance compulsory and pre- 
scribes the forms to be used. Last of 
all the Federal Government is now 
in the insurance business directly 
through the writing of War Damage, 
veterans life insurance and the in- 
surance provisions of social security. 
In discussing this Mr. Pauley said: 

e @ @ 


F the Wagner-Dingell Act should 

become a Jaw, it would add 
fifty per cent to the benefits pro- 
vided in the present Social Security 
law. It would take in the lawyers 
and the doctors, the farmers, the self- 
employed, take in practically every- 
body in the United States, and would 
more than double that fifty billion, so 
that we would have the Federal Gov- 
ernment in the business of life insur- 
ance to the extent of nearly two hun- 
dred billion of life insurance. Not 
only that, we would have the Fed- 
eral Government in the business of 
accident and health insurance to the 
extent that they would write benefits 
similar to the old age and survivor- 
ship insurance for all of those who 
are totally and permanently disabled, 
and would write temporary insurance 
for sickness on those who are tem- 
porarily disabled. In addition, it 
would furnish medical care, hospital- 
ization insurance and maternity bene- 
fits, as well as other minor benefits, 


including direct life insurance on 
those who die. We would have a 
federal corporation having more in- 
surance in force than all the compan- 
ies in the United States put together, 
with an annual premium income ap- 
proximating ten billion dollars a 
year.” 

The effect on established rating 
procedures if insurance were held 
subject to the anti-trust laws was con- 
sidered. Mr. Thomas expressed the 
opinion that the present fire rating 
system would be destroyed if insur- 
ance is held to .be commerce within 
the meaning of the Sherman Act. In 
discussing the same question Mr. 
Smith held: 


“We would have the choice of three 
alternatives, if insurance is held to 
be commerce, and if the Bailey-Van 
Nuys Bill does not pass. First, there 
would’ be compulsory rate-making 
regulations in the different states, 
probably covering half the country. 
That would be a state system, meet- 
ing the requirements of the federal 
court, probably following the inter- 
pretation in the California raisin case, 
Parker vs. Brown. Second, if that 
failed, they would have to turn to a 
federal statute authorizing within 
certain limitations the operations of 
insurance rate-making bureaus Or 
the third alternative would be com- 
pletely uncontrolled competition be- 
tween insurance companies, each 
company making its own rate, on the 
basis of its own experience, or per- 
haps on the basis of accumulated ex- 
perience, but after having determined 
what the loss element of its charge 
was, it would add its own expense 
loading and arrive at a final rate 
which differed from that of every- 
body else.” 


The discussion closed with a re- 
view of the arguments for state su- 
pervision. In the course of it Mr. 
Smith said: 

“The case for state supervision is 
that it is here, we have it, it is an 
established system, and for at least 
two generations we have developed it 
and gotten accustomed to it. Ever 
if it is bad, we are used to it. | 
think it is good. The National As; 
sociation of Insurance Commission; 
ers, through its committee work, 
through collaboration with industry 
committees, solves common problems 
through the various stages, and is ad 
vancing uniformity. In my opinion 
it does everything that a federal reg 
ulatory body could do, and in addi 
tion, has the advantage of a parlia 
mentary system over the system of 4 
dictatorship in that everybody doe 
not agree to the same bad idea o 
the same Monday morning.” 
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ARGUMENTS HEARD 
IN ANTI-TRUST CASE 


(Continued from page 8) 

tual companies was raised by Justice 
Jackson. Mr. MacDougald at this 
point took over from Mr. Cahill and 
explained to Justice Jackson that mu- 
tuals are under many rating laws and 
that, while not members of the S.E. 
U.A., they did subscribe to its rating 
service. The remainder of his al- 
lotted time was devoted to a defense 
of state supervision and a plea that 
the Court not upset its established 
precedent but protect American busi- 
ness by preserving the system of rat- 
ing bureaus. 


In the rebuttal argument which fol- 
lowed, Attorney General Biddle asked 
permission of the Court to file a sup- 
plementary brief in reply to the brief 
of the insurance companies. Mr. 
Cahill and Mr. MacDougald con- 
sented and Chief Justice Stone en- 
tered the permission. 


The Government’s reply brief 
dealt chiefly with the construction 
of the original indictment, urging 
that it alleged a general restraint 
of “trade and not merely a restraint 
on trade and commerce in fire insur- 
ance. Should the latter view be 
adopted, the whole case would stand 
or fall on the issue of whether or not 
insurance is interstate commerce. This 
the Attorney General was patently 
anxious to avoid. In his reply brief 
he took the position that a combina- 
tion of fire insurance companies to 
fix rates both restrains interstate 
commerce in the commodities insured 
and the competition in interstate com- 
merce of the insurance companies 
themselves. 


The case was scheduied for dis- 
cussion by the Court at one of its 
early conferences and a decision will 
very likely be handed down during 
February. Speculation as to the pos- 
sible outcome of the case includes (1) 
an upholding of Paul v. Virginia and 
its successors in full; (2) an outright 
reversal and (3) a decision that the 
old cases are not affected but do not 
apply because they are considered 
state laws rather than Federal stat- 
utes affecting insurance. 


A possibility also remains that the 
case may be decided on the technical 
question, covered by the Govern- 
ment’s reply brief, of whether or not 
the original indictment covered a gen- 
eral monopoly or only a restraint of 
commerce in fire insurance. In such 
event another indictment would prob- 
ably"be brought against the S.E.U.A. 
and the whole case tried over again. 
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HE case of Polish National Alli- 

ance v. National Labor Relations 
Board, involving the question of 
whether insurance is a business “af- 
fecting commerce,” was argued be- 
fore the Supreme Court on January 
12. Attorney General Biddle ap- 
peared for the National Labor Rela- 
tions Board and was opposed by 
Ewart Harris on behalf of the Al- 
liance. 

In 1941 the Alliance refused | to 
bargain collectively with an office em- 
ployees’ union which was held by the 
soard to represent a majority of such 
employees. As a result the members 
of the union went on strike on Octo- 
ber 7, 1941. The strike lasted until 
January 27, 1942, when application 
was made for reinstatement on be- 
half of the striking employees. The 
Alliance refused the reinstatement 
request, and the Board entered a 
cease and desist order against it. 

In June 1943 the U. S. Circuit 
Court of Appeals for the 7th Circuit 
reviewed the Board’s request for en- 
forcement of its order. The main is- 
sue was whether the Alliance was 
subject to the National Labor Rela- 
tions Board Act. That Act empowers 
the Board to prevent persons from 
engaging in any unfair labor prac- 
tice “affecting commerce.” The court 
upheld the jurisdiction of the Board 
on the ground that the Alliance was 
engaged in the insurance business, 
and that if such business was not a 
direct engagement in interstate com- 
merce, its activities did ‘“‘affect” com- 
merce so as to make it subject to the 
N.L.R.B. Act. The court also held 
that the Alliance had engaged in un- 
fair labor practices, and on the basis 
that these practices affected com- 
merce within the meaning of the 
N.L.R.B. Act it entered a decree en- 
forcing the Board’s order. 

The Supreme Court granted a writ 
of certiorari limited to the question 
of the applicability of the Act to the 
Polish National: Alliance, so the 
briefs and the arguments heard on 
January 12 were confined to that 
question. 

The N.L.R.B. brief interpreted the 
activities of the Alliance as constitut- 
ing a life insurance business, and 
contended that since such business is 
carried on through the channels of 
interstate communication, with the 
contracts issued in the main to per- 
sons in states other than that con- 
taining the home office, becoming 
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effective only when approved at the 
home office and being performed 
through the sending of money across 
state lines, it is both interstate and 
commerce. In addition it was urged 
that the large scale investments of 
life insurance companies and _ their 
service as financial and loan institu- 
tions for their policyholders are com- 
mercial activities; that because of its 
cash surrender and loan value, a life 
insurance policy is an article of com- 
merce in its own right; that even if 
insurance be regarded as perform- 
ance only of the intangible service 
of furnishing protection it would 
still be commercial and that the 
N.L.R.B. Act extends to industries 
essential to interstate commerce, al- 
though not themselves engaged in it. 

That there was any basis for at- 
tributing to Congress an intention to 
exempt insurance from the Act was 
denied by the government brief. It 
also averred that any philanthropic 
purposes of the Alliance were inci- 
dental to its life insurance business, 
rather than vice versa; and that con- 
trol and ownership by its policyhold- 
ers did not make the activities of the 
Alliance non-commercial. 


On behalf of the Polish National 
Alliance Mr. Harris explained that it 
was comprised of persons of Polish 
descent ; that it has a ritual form of 
government and makes no profit ; that 
its members meet in lodges and elect 
delegates to conventions which con- 
stitute the® order’s legislative body. 
He contended that the activities of 
the Alliance neither constituted nor 
affected commerce, and pointed out 
that if use of the mails entailed sub- 
jection to the Federal commerce 
power, decisions in any case would 
be automatic. 


At the hearing Chief Justice Stone 
commented to the effect that a hold- 
ing that insurance is not commerce 
would not necessarily exempt a ben- 
evolent society from the labor laws. 
This remark highlights the distinc- 
tion between the Polish Alliance and 
the S.E.U.A. cases, and indicates the 
possibility of different results in the 
two. To hold the activities of the 
S.E.U.A. as under the Sherman 
Anti-Trust Act, insurance must be 
declared to be interstate commerce ; 
the Polish National Alliance may be 
declared subject to the N.L.R.B. Act 
if its business is held to “affect” in- 
terstate commerce. 
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Looking Ahead at Private Flying 


Forward Looking Insurance Companies Prepare 
to Serve the Post-War Aircraft Insurance Market 


BY WILLIAM H. RODDA* 


HENEVER a new indus- 

try moves into town all the 

wide-awake insurance men 
try to write the insurance on it. But, 
almost unnoticed by many insurance 
companies, an enormous industry is 
moving into everybody’s home town. 
That industry is private flying. 
Scheduled air lines, like the railroads 
and the big bus lines, are likely to 
turn to special groups or companies 
for their insurance needs. But Bill 
Jones’ boy is going to buy a plane as 
soon as this war mess is over. And 
so is Tom Smith’s boy and probably 
Fred Robert’s daughter who is now 
fiying planes in the WASP (Wo- 
mien’s Airforce Service Pilots). Some 
of the oldsters will not be far behind 
either, for the Civil Aeronautics Ad- 
ministration records show that pilots’ 
ages already go up into the seventies 
and eighties. 


Where are these people going to 
buy the insurance for their new 
planes? Naturally, they will buy the 
insurance in their own neighborhood, 
if possible, and will patronize insur- 
ance men who think ahead of com- 
petitors and are ready to provide cov- 
erage and service. In the same way 
the insurance man in the field will 
turn for his answer to the company 
which is ready to provide aviation 
service. There seems to be little 
question that the bulk of aviation in- 
surance will be purchased by the own- 
ers of private airplanes, just as the 
majority of automobile insurance is 
purchased by private automobile own- 
ers. This is even more clearly indi- 
cated by the fact that the scheduled 
air lines never had more than 500 
airplanes in operation at the peak of 
their pre-war business, whereas on 
January 1, 1942 there was a total of 
24,836 certificated aircraft in the 
United States. This gives a ratio of 
50 to 1 in favor of private airplanes. 


The airplane is commonly thought 
of as a vehicle which will take over 
a part of the functions now per- 
formed by surface vehicles. For in- 
stance, it is thought likely that a con- 
siderable proportion of the present 
railway travel in- Pullman cars will 
shift to the scheduled air lines when 
the war is over and additional air 


*W. H. Rodda is secretary of the Mutual Air- 
craft Conference, the safety and rating organiza- 
tion of mutual fire insurance companies in the 
field of aircraft hull insurance. 
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Folding wings of the Navy's “Helldiver” plane may pote an important feature of the 
e fu 


roadable airplanes of th 


line equipment is available. It is also 
thought likely that private individuals 
will use airplanes where they former- 
ly used automobiles. It is not gen- 
erally recognized that there are many 
services which can be performed by 
airplane which cannot be performed 
by surface transportation and which 
in the past just have not been per- 
formed. We kriow now that the au- 
tomobile greatly increased travel. It 
not only took over a certain portion 
of the travel formerly done on trains, 
but opened up an entirely new field 
of travel which was impossible under 
the old system of trains and horse 
and buggy. ‘To an equal extent, the 
future will show uses for the airplane 
which have never been thought of in 
connection with trains or automobiles. 
A few of these will be examined and 
forecast in this article. Many others 
are certain to appear as ingenious 
pilots look around for new ways of 
making a living with their planes. 
The possible uses of aircraft appear 
to be almost without linnit. 


_An examination of possible uses 
for private planes of all sizes shows 
a most interesting set of probabilities. 
Many of these are obvious from pre- 
war use Of the airplane and the na- 
tural need for rapid transportation. 


ture. 


Many industrial firms will maintain 
their own airplanes in order to carry 
company executives and other per- 
sonnel from one plant to another 
without depending upon the sched- 
uled airlines. These will vary from 
one and two place planes operated by 
an owner pilot, to large planes for 
which regular professional pilots are 
hired. A typical example of this 
type of operation was an acquaint: 
ance of the writer in the pre-war pe- 
riod who was a building contractor. 
It was his practice to fly his ows 
plane from job to job rather than to 
depend upon an automobile or othe 
means of transportation. His plane 
like many others, was capable of 
landing in a limited space and upof 
any solid turf, such as a smooth pas 
ture. This man attributed a consid 
erable proportion of his success ag 
a contractor to the amount of tim 
which he was able to save over his 
competitors in the four states if 
which he operated. Industrially 
cwned planes will also be used td 
carry a certain amount of cargi 
which needs to be shipped from oné 
plant to another without loss of time 
It is likely that many factories whicl 
are built on the outskirts of town 
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and cities will construct their own A similar use for the airplane is without the necessity of having roads 
airports adjacent to their plants. that of crop dusting. Here again of any kind along the border. Sim- 
Most of the thinking in connection surface transportation had proved in-  ilarly, electric power companies and 
with flying in the post-war years has adequate to the problem of dusting cil companies may be expected to use 
@re@® been in connection with private plea- With poison dust large areas of in- airplanes to patrol their cross-country 
ket@sure planes. This would correspond fected crops. Low-flying airplanes power lines and oil pipe lines. This 
to the normal use of automobiles. It carrying quantities of the proper patrol activity now is almost a foot 
includes not only actual pleasure poison dust can cover miles of fields power or at best a horseback job 
travel, such as for vacations and Sun- ima day’s time. This is in contrast where the lines go across country. 
day afternoon drives, but also travel to the situation previously where the The airplane will be able to cover 
by salesmen and service men for busi- problem of dust or spray application them more rapidly and more effec- 
ness purposes. Development in the had been so formidable that it was tively for normal patrol work and for 

years immediately preceding the war ot done and the crops were allowed _ the location of breaks in the line. 
indicated that there would be a large to be ruined by insect infestation. The Udiend Gatien Wert Sertice 


volume of this type of flying. Planes A plague of the western plains has done a great deal of work in de- 

have been developed which are sur- states in the United States has been veloping planes for forest fire patrol 
prisingly stable under normal weather the grasshoppers and their relatives work. Not only are the planes used 
conditions and which can be flown the Mormon crickets. Many miles to locate fires but parachutists are 
safely by almost anyone who is cap- of countryside can be devastated in a dropped from the plane to attack in- 

able of driving an automobile. day by these pests. Since they breed cipient forest fires. Men can be 
Large numbers of planes will also in sparsely settled country before taken to remote locations in the 

be purchased and used by flying making their advance upon cultivated mountains and dropped by parachute 
schools and what are known as “fixed crops, it is particularly difficult to in a matter of minutes where it 

base operators.” These organizations reach and control them. The airplane might take hours or in some cases 

will need many planes in order to has been used both to locate the even days to reach the location by 

teach the people to fly and in order swarms of grasshoppers and crickets surface travel Many _ seriously 

to operate taxi and pay-as-you-fly and to spread poison bait to kill them. threatening forest fires have been 
services. It will be possible shortly It is said that an airplane can cover stopped in their early stages by men 

after the war for any licensed pilot over 100 acres an hour. It would dropped from airplanes by parachute. 

== Gto go to an airport and hire a plane take many men working all day to 
qfon much the same basis that a li- rien co ge the pre that itcan ;,, the State of Wisconsin who is 
= 3 ensed automobile driver can now a Peper ste 2 ee using an airplane for his patrol work. 
eeaighire an automobile for a trip. In hours time. It was recently reported that. he 


fact, there are many indications that Airplanes have proved themselves spotted a man fishing through the ice 
his type of flying will be far more ¢f considerable value for various pa- during the closed season and he was 
ommon than “drive yourself” auto- tro} activities. Rotary wing aircraft able to land on the surface of the 
mobile riding ever has been. (helicopter or autogyro) have been lake and make an arrest. It is prob- 
eee used successfully for border patrol able that many law enforcement 
per- ‘ work. It is possible for a plane to agencies will find it to their advan- 
—— NE of the amazing things about cover several hundred miles of our tage to use airplanes for the location 
tial the entire aircraft future is the Mexican or Canadian border ina day and apprehension of criminals. 
umber of uses which have been 
found where surface transportation 
as been wholly inadequate for the 
job. Certain sections of the country 
ts at@have had a serious mosquito control 
this roblem. It is a simple matter to 
uaint#pread a film of oil on the breeding 
ar pefvaters and kill the mosquito larva 
‘actor @before it is grown into a full-fledged 
; OWlMosquito. But this becomes a real 
1an to™problem when the breeding waters 
othemere located in swamps which are 
plane™miles in extent. There is no means 
le off surface transportation by which 
upol hese swamps can be supplied with 
he necessary oil coating. However, 
ow-flying airplanes can spray the oil 
bver the swamps in sufficient quantity 
0 that there is an effective coating 
© control the mosquito. This work 
ad started in some of the mosquito 
reas prior to the war and was 
topped only because the planes were 
eeded for more urgent purposes. 
herefore, to residents of certain sec- 
ions of the country the development 
f the airplane will in the future — y ¢ Amy choto from Acme 


ean the absence of the painful and The Army's “Flying Jeep" has proved to be sturdy and versatile. It's brothers will be pop- 
angerous mosquito. ular among private flyers after the war. 
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There will be all types and sizes 
of airplanes to fit the various needs 
of the users. It appears that the 
bigger planes will follow conventional 
lines for several years to come. The 
low-winged monoplane in use by the 
scheduled air lines for the past few 
years has proved itself to be efficient 
and dependable for both passenger 
and cargo service in all parts of the 
world. It is likely that the larger 
planes to be purchased by private 
individuals and companies will be of 
this same general type. 

The conventional type of airplane 
will also be the most common for 
many years among the smaller planes. 
The Army is using one version of 
this sort of plane for communications 
and artillery spotting. It is a two- 
place high-wing monoplane and is 
known as the “grasshopper.” Be- 
cause of its versatility and ability to 
get in and out of difficult places it 
has been dubbed the “Flying Jeep.” 
Surprising progress has been made 
by some of the small plane manufac- 
turers in developing planes which are 
stable and easy to handle. Speed and 


maneuverability normally have to be 
sacrificed in order to achieve extreme 
stability but a speed of 100 miles 
per hour can be achieved in these 
small easily-handled planes. 


Much has been written and said re- 
cently about the rotary-wing aircraft. 
The words “‘autogyro” and “helicop- 
ter” have been used promiscuously 
and interchangeably so that it would 
be well to distinguish between these 
two types. Both the autogyro and 
the helicopter are rotary-wing air- 
craft, or gyroplanes. The lift is pro- 
vided by what looks to be a big pro- 
peller above the plane. There are no 
wings of the sort found on conven- 
tional aircraft. The autogyro has a 
propeller on the forward end of the 
plane which supplies the power. The 
rotary wing above the plane receives 
its motion from the forward move- 
ment of the plane. There is no power 
applied to the rotary wing. The heli- 
copter on the other hand does not 
regularly have a propeller on the 
forward end but the power is sup- 
plied to the overhead rotary wing. 
Forward or other motion is achieved 
by tipping the rotary wing one way 
or another. 


It is reported that there are several 
unsatisfactory characteristics of the 
helicopter and autogyro. One of 
these apparently is excessive vibra- 
tion. However, there is little question 
but that these deficiencies will be cor- 
rected by continued experimentation 
and analysis of the causes. The re- 
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sult will be a type of airplane which 
will be able to take off and land in 
restricted locations. It will have a 
wide use for comparatively short- 
haul purposes. Undoubtedly the 
rotary-wing aircraft will also be used 
widely by the common folks who do 
not feel that they wish to become 
proficient in the handling of the con- 
ventional type of airplane. 


ee 8e« ® 
_ Spehbecens development has been 


prominently forecast within the 
last few months. This is the devel- 
opment of so-called “roadable” air- 
planes. It is considered likely that 
the future will see airplanes whose 
wings can be removed or folded so 
that the plane can proceed under its 
own power on streets and highways. 
In other words, it will be a combina- 
tion automobile and airplane. The 
general opinion is that such a hybrid 
would have certain disadvantages in- 
sofar as either flying or driving is 
concerned. The light weight required 
in an airplane would prevent a man- 
ufacturer from incorporating in such 
a roadable airplane the sturdiness 
that we are accustomed to in our au- 
tomobiles. The automobile of today 
can withstand a rather severe crash 
and overturn without serious damage 
to its internal structure. Airplanes 
on the contrary are necessarily light 
in weight so that even a minor crash 
would result in considerable damage. 
On the other hand the weight neces- 
sary to build a sturdy automobile 
would be a disadvantage in an air- 
plane. 


It is possible that one development 
would be removable wings which 
could be left at the airport in storage 
while the fuselage of the airplane is 
criven home as’an automobile. This 
would eliminate the difficulty of fold- 
ing the wings in such a manner that 
they would not interfere with street 
and highway travel. The folding 
wings developed by the Navy for use 
on its carrier based aircraft indicate 
that folding wings are entirely prac- 
tical and forecast what may be pos- 
sible in the roadable airplane devel- 
opments of the future. It is not our 
purpose here to predict whether road- 
able airplanes will become a reality 
within the near future. The idea is 
described in order to cover all of the 
various possibilities and to indicate 
the nature of the coverage which in- 
surance companies must prepare to 
provide. 

The really important question not 
only to insurance companies but to 
the aircraft industry itself is how 
many airplanes may be expected to be 
in use shortly after the end of the 


war. One official of the Civil Aero. 
nautics Administration has estimated 
that there will be 300,000 aircraft in 
use in the United States within thre 
years after the war is over. Of this 
number it is anticipated that only a 
very small percentage will be in use 
by the scheduled air lines and that 
29% of'them will be in use by fly- 
ing schools, industrial organizations 
and private owners. We may ex. 
amine this 300,000 estimate in order 
to determine whether it is somewhere 
within reason. The present produc: 
tion of aircraft in the United States 
is at a rate of about 120,000 aircraft 
per year. If this rate of production 
continues for the three years follow: 
ing the war, there would be over 
300,000 aircraft available. 


However, it is hardly to be ex 
pected that the wartime rate of pro- 
duction will continue after the war, 
In the first place, the factories will 
produce only the number of plane: 
which they may expect to sell. | 
the years immediately preceding th¢ 
war the big sales of airplanes weré 
to aviation schools.’ Several thousand 
planes were sold in 1940 and 1941 to 
the aviation schools but less than ong 
thousand were sold to private owner 
in each of these years. More con 
servative estimates are to the effec! 
that 10,000 airplanes will be sold 
within a year after the war and thai 
sales will build up from this figure 
Even if the present production of air 
planes were approached, and 50,00 
or 100,000 airplanes were sold eaci 
year it would be many years beforg 
the number of airplanes compared i 
any way with the number of automo 
biles. There are now somewhere be 
tween twenty million and thirty mil 
lion automobiles in the United States 
The annual production of automobile 
in the years preceding the war wa 
in the vicinity of four million auto 
mobiles per year. A production oj 
even 100,000 airplanes a year is sti 
a mighty long way from four milliof 
automobiles per year. This write 
does not attempt to make any pre 
diction as to the number of airplane 
which will be in the air soon after th 
war. It is his feeling that the aif 
craft industry will grow rapidly i 
much the way that the automobile im 
dustry was growing between 192) 


and 1930. 
a. e 7 


HE cost of airplanes and the cos 
of their operation will be consid 
erably higher than for operation 0 
comparable automobiles. Perhap 
the best indication of what may b 
expected in the small piane field ¢ 
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given in the November 15, 1943 issue 
of the Civil Aeronautics Journal. Dis- 
cussing a recent radio speech by 
C.A.A. Administrator C. I. Stanton, 
the Journal said: “Previewing the in- 


novations we may expect in small air-’ 


plane design, he pictured an improved 
conventional type with a capacity of 
two to eight passengers, speeds of 
90 to 200 miles per hour, and costs 
ranging from $1,000 to $20,000. The 
‘arm-chair plane’, which will not spin 
or stall and will be simpler to take- 
off, fly and land because of tricycle 
landing gears and two flying controls, 
he described as the type that will ap- 
peal to family folks.” 


Because of the higher cost of an 
airplane as compared to an automo- 
bile, airplanes will be purchased more 
on the basis of actual utility rather 
than mere personal preference. The 
cost of automobiles, prior to the war, 
had reached a level where almost 
every family could afford an automo- 
bile of some kind purely as a matter 
of personal convenience. It is not 
likely that the aircraft industry will 
be able to produce airplanes at com- 
parable figures for several years. An- 
other factor affecting cost of opera- 
tions per mile is that airplanes will 
not have the common day-to-day util- 
ity that an automobile has. It will 
be many years before the housewife 
will casually run back and forth to 
market and the movies in her airplane 
or helicopter. The airplane is defi- 
nitely a vehicle for moderate and 
long-distance transportation and does 
not lend itself to the short-haul trans- 
portation which is an important fac- 
tor.in the use of the automobile. 


It will be a number of years before 
airports and airplanes are developed 
to an extent where planes can be 
parked in the backyard or located at 
convenient airports. In most cases 
an automobile will be needed to get 
to the location where the airplane is 
stored. Of course, this will be ef- 
fected by possible developments of 
the roadable airplane. It may be that 
the development in these roadables 
will be more rapid than at present 
‘appears to be likely. 


It must also be recognized that air- 
planes cannot be used on many days 
of the year because of weather condi- 
tions. Small airplanes cannot operate 
safely in high winds, aithough the 
transport type of planes operate safe- 
ly and as a routine matter in winds 
as high as 60 and 80 miles per hour. 
When facing into the wind the ac- 
tual ground speed of an airplane is 
its speed against the air minus the 
wind velocity. If an airplane with 
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an air speed of 100 miles per hour is 
flying into a head wind of 80 miles 
per hour its actual progress over the 
ground is at the rate of only 20 miles 
per hour. In addition to the safety 
factor involved, it can be seen that 
the operation of small planes against 
high winds would not compare fa- 
vorably with speeds possible by auto- 
mobile. Neither will the average air- 
plane pilot be able to fly through 
clouds and storms the way transport 
planes do. The blind flying equip- 
ment necessary for operation in nasty 
weather may cost several thousand 
dollars. As a matter of fact, the cost 
of adequate equipment for blind fly- 
ing could easily exceed the cost of a 
small airplane. In addition, the tech- 
nical training necessary to operate 
blind flying equipment will make it 
impossible for the ordinary individ- 
ual to master it as a hobby or pas- 
time proposition. It is to be expected 
that the ordinary airplane pilot fly- 
ing his own plane for pleasure or 
small business purposes will be per- 
mitted to fly only by contact, that is, 
when he is able to fly within sight 
of the ground at all times. There 
are many weather conditions, such as 
thunderstorms and the conditions 
producing ice during which even well- 
equipped transport planes do not op- 
erate. . The small plane, therefore, 
will have a much more limited use to 
the ordinary individual than the au- 
tomobile. 


A review of the aircraft situation 
as appears likely after the war indi- 
cates that the 24,836 aircraft which 
were licensed on Jan. 1, 1942 will 
increase by many thousand each year 
following the war. The insurance 
needs of aircraft owners and pilots 
will increase in proportion to the 
number of planes in operation. Air- 
craft premiums reached a peak of 
$10,000,000 in 1941. This included 
six and one-half million dollars pre- 
miums on hull insurance and the re- 
maining four million dollars com- 
prised the premiums for various li- 
ability coverages. The total in 1942 
had dropped to about six and one- 
half million dollars because of the 
curtailment of private fying. How- 
ever, the increase from slightly less 
than four million dollars in 1938 to 
over ten million dollars in 1941 may 
be taken as an indication of the rapid 
increase in premiums which may be 
expected when the aircraft industry 
returns to normal. While aircraft 
premiums are a long way from rival- 
ing automobile premiums, it is clear 
that they are already a respectable 
amount and within a very few years 
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will become an essential part of the 
business of those insurance companies 
who are ready to operate effectively 
in this field. Regardless of whether 
the number of planes in operation 
three years after the war amount to 
100,000 or 300,000 it is clear that air- 
plane insurance premiums will be 
many times the ten million dollar fig- 
ure which they reached in 194}. 


N insurance company needs to do 
a great deal of work in order to 
be prepared to serve this aircraft in- 
surance market. Inspection services 
in operation by some groups prior to 
the war necessarily have been cur- 
tailed because of lack of qualified 
mechanics and inspectors. As _ the 
number of aircraft owners and pilots 
increases it will be more and more 
important for the companies to have 
a complete service for reporting on 
the owners and pilots, as well as on 
the aircraft. Accident reports indi- 
cate that by far the majority of ac- 
cidents are due to personnel failure, 
rather than mechanical failure. Safe 
operation of a plane depends upon 
the pilot and it will be necessary for 
the companies to have complete in- 
formation regarding the training and 
characteristics of every pilot who op- 
erates an insured plane. 


It will also be necessary for the 
insurance company to have complete 
aid up to the minute information re- 
garding the market values of used 
planes. It may be that the aircraft 
industry will itself provide this in- 
formation in the form of books sim- 
ilar to the automobile bluebook in use 
for many years. The values of used 
planes have, been thrown completely 
out of alignment by the peculiar sit- 
uations current during the war but 
this will rapidly adjust itself when 
the war is over. The insurance com- 
panies must be certain that they are 
getting the proper information. 


Another important service which 
must be developed rapidly and ade- 
quately are the facilities for adjust- 
ing airplane losses. There are very 
few qualified aircraft insurance ad- 
justers in this country today. A fire 
insurance adjuster who has never ad- 
justed an aircraft loss will find him- 
self totally at sea if he attempts to 
handle such a loss without much 
prior preparation. It is the part of 
wisdom for both companies and ad- 
justers to see that these facilities are 
developed in anticipation of the 
amount of business which will be 
handled in the postwar years. Ad- 
justers can prepare themselves by be- 
coming thoroughly familiar with air- 
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craft construction, aircraft terms and 
aircraft operations. A complete 
knowledge of these is necessary for 
the proper handling of aircraft losses. 
Company officials should familiarize 
themselves with the same thing in 
order to know whether they are se- 
curing proper service from the ad- 
justers that they are normally using. 
Neither can airplane mechanics or 
pilots be hired as adjusters unless 
they have gone through an intensive 
training or experience inthe general 
adjusting field. There is a serious 
problem here which has not received 
the attention that it deserves from 
either the insurance companies or the 
adjusting fraternity. 

An important obligation of all in- 
surance companies is that of promot- 
ing safety. Insurance companies of 
various kinds are principally respon- 
sible for the tremendous reductions 
which have been made in fire losses 
and in accident losses during the past 
years. Many times these services 
were started by insurance companies 
with, at least partially, a selfish mo- 
tive. It becomes clear, however, that 
these safety and loss prevention func- 
tions of the insurance industry are 
largely public functions in their ef- 
fect. Loss prevention, accident pre- 
vention and rehabilitation of injured 
persons are now recognized as regu- 
lar features of insurance protection. 
The insurance companies insuring 
aircraft recognize that they have the 
same obligations and the same oppor- 
tunities in the-aircraft field that they 
have served so well in other branches 
of business. Safety and inspection 
programs must be set up as an in- 
tegral part of aircraft insurance, and 
both pilots and owners must be 
trained to look to their insurance rep- 
resentatives as the authorities in the 
field of safety and loss prevention. 

ee @ @ 


HE fire insurance companies pro- 

tect the owners of aircraft 
against loss from damage to their 
planes. This is called aircraft hull 
insurance because it protects against 
loss of the plane itself, which is 
known as the “hull.” Coverage is 
provided in several combinations ac- 
cording to the wishes of the plane 
owner and the premium which he 
feels he can afford. If he wishes the 
plane covered against loss by fire, 
windstorm and similar hazards while 
on the ground only, the premium is 
moderate. However, the greatest 
chance of loss is from crash or col- 
lision while in flight. In spite of 
the greater chances of loss from this 
cause, many airplane owners feel that 
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they cannot afford this coverage be- 
cause it is more expensive than the 
ground coverage. Rates for an all- 
risk policy covering crash, as well 
as most other hazards to the airplane, 
may cost as much as $15.00 per $100 
of airplane value. It is expected that 
as the insurance companies secure a 
wider experience and additional safe- 
ty features are developed that the 
rates for aircraft hull coverage can 
be materially reduced. 


Casualty insurance companies op- 
erating in the aircraft field provide 
protection against loss to the airplane 
owner as a result of his liability for 
injury to the person or property of 
others. It is to be noted, as an in- 
teresting difference from automobile 
insurance, that crash coverage on 
airplanes is provided by the fire in- 
surance companies; whereas in auto- 
mobile insurance, collision coverage 
on the insured’s automobile may be 
provided by either the casualty or 
the fire insurance company. Aircraft 
casualty insurance differs from auto- 
mobile insurance in another interest- 
ing respect. Liability for injury to 
passengers of an airplane is written 
as a separate item from liability to 
members of the public. This is in con- 
trast to automobile insurance where 
the liability for injury to passengers 
of a private automobile is included 
with the public liability coverage. The 
number of airplane crashes in popu- 
lated areas within recent months has 
indicated that the operator of an air- 
plane is in definite need of liability 
insurance coverage. Whether or not 
he himself survives a crash, he needs 
liability protection to cover losses to 
himself, or to his estate if he does 
not survive the crash. 


Casualty insurance companies also 
provide miscellaneous kinds of insur- 
ance such as accident insurance to 
pilots and passengers covering their 
own personal injury. Hangar keep- 
ers’ liability covering the legal liabil- 
ity of an airport operator for damage 
to property in his custody is also 
considered to be in the aircraft in- 
surance field. .This is similar cov- 
erage to garage keepers’ liability in- 
surance. 

Because of the peculiarities of 
underwriting aircraft insurance in 
the early days of the business, it was 
the practice for insurance companies 
to do their underwriting through 
group offices. For several years 
practically all of the aircraft insur- 
ance was written through the offices 
of three or four groups of insurance 
companies. This was felt to be nec- 
essary because there were only a few 


‘ 


qualified aircraft insurance under- 
writers in the country and the vol- 
ume of aircraft insurance premiums 
per company was not sufficient to 
justify the establishing of an aircraft 
department by each individual com- 
pany. 


The past few years have seen a 
change in the trend of aircraft in- 
surance underwriting and it now ap- 
pears that more and more of it will 
be done by the individual companies. 
Two major factors are responsible 
for this change. First, the premiums 


on aircraft insurance have increased § 


to a point where the companies can 
afford to assign a special underwriter 
to this work. In the second place, 
the standardization of aircraft and 
the generally increased knowledge 
tend to minimize the peculiarities of 
aircraft insurance underwriting as 
compared to the underwriting of 
other classes of business. As a re- 
sult of these changes there are now 
more than twenty insurance compan- 
ies underwriting aircraft insurance 
individually rather than through 
group offices. It is felt that the group 
office type of operation will become 
unwieldy as the number of privately 
owned aircraft increases. The oper- 
ations of these group offices in the 
future are likely to be confined to 
large risks such as the scheduled air 
lines where some form of automatic 
reinsurance is made necessary by the 
amount of liability involved. 


There will, of course, be a great § 
deal of cargo carried by airplanes F 
and much of this will be covered by § 
insurance. It is likely, however, that 
this will be classed as inland marine 
insurance rather than aircraft insur- § 
ance. Most cargo carried by air- 
planes will also be carried by surface F 
transportation at some stage of its] 
journey. It is likely therefore that F 
the inland marine department of the § 
fire insurance companies will merely 
extend their transportation policies 
so that they will cover while the prop- 
erty is being transported by air as 
well as by truck or railroad. 3 


It should be the objective of the? 
insurance industry to provide protec- 
tion for the public against any hazard) 
which may threaten their person or? 
property. The cost of the protection) 
necessarily is related to the hazards) 
involved. The insurance companies) 
who are alive to their obligations and/ 
their opportunities will be the ones) 
to benefit by the development of air-) 
craft insurance. At the same time) 
they will be benefiting the owners 
and pilots of aircraft by providing) 
protection and loss prevention serv-) 
ice. 
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DIRECTORS OF 


MICHIGAN MUTUAL LIABILITY COMPANY 


and its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


HOME OFFICES—163 MADISON AVENUE, DETROIT, MICHIGAN 


oie, 
Founded 1912 
wy 


Dividend Paying 


Michigan Mutual Liability 
Company writes Workmen's Com- 
pensation * Manufacturers & 
Contractors Public Liability & 
Property Damage * Owners, 
Landlords & Tenants Public 
Liability & Property Damage ° 
Elevator Public Liability & Prop- 
erty Damage * Contractual Public 
Liability & Property Damage ° 
Personal Liability - 
Liability + Burglary +* Group 
Accident & Health * Plate Glass ° 
Automobile Full Coverage—Pub- 


Employers 


lic Liability, Property Damage, 
& Theft, 
Collision, Medical Payments, Per- 


Comprehensive Fire 


sonal Accident & Emergency Road 
Service * Garage Liability > 
Automobile Plate Glass + Non- 
Owner Liability » Hired Car Cov- 


erage * Fleet Owners Blanket 
Coverage. 
Founded 1940 





Participating Plan 


Associated General Fire Com- 
pany writes Fire * Windstorm ° 
Extended Coverage + Sprinkler 
Leakage + Earthquake + Riot 
& Civil Commotion, including 
Vandalism & Malicious Mischief 
* Riot * Use & Occupancy * 
Explosion & Allied Lines. 





E. R. AILES 
Secretary-Treasurer, 
Detroit Steel Products 
Co., Detroit 





WM. H. COLVIN, JR. 
President, Rotary Electric 
Steel Co., Detroit 





A. F. JACKSON 
Vice-President, 
Michigan Malleable Iron 
Co., Detroit 





F. H. MEYER 
President, Leitelt Iron 
Works, Grand Rapids 





A. A. TEMPLETON 
President, Peoples 
Federal Savings & Loan 





Assn., Detroit 
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DON J. BUELL 
President, Buell Die & 
Machine Co., Detroit 





M. A. CUDLIP 
Vice-President-Treasurer 
McLouth Steel Corp., 
Detroit 





ARNOLD F. MALOW 
Vice-President- 
Treasurer, Barton Malow 
Co., Detroit 





WALTER E. OTTO 
President of the 
Company, Detroit 








H. N. TORREY, M. D. 
Surgical Director of 
Company's Hospital, 
Detroit 
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W. H. BURNHAM 


Industrialist, Adrian 





FRED’K. T. DuCHARME 
Director, The Detroit 
Bank, Detroit 





E. A. MAVIS 
Treasurer, American 
Excelsior Corp., 
hicago 
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PERCY OWENS 
President, Michigan 
Bakeries, Inc., 
Grand Rapids 
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FRED’K. L. COLBY, JR. 
Secretary, Berry Brothers, 
Inc., Detroit 


JAMES INGLIS 
Chairman, American 
Blower Corp., Detroit 






G. P. McCALLUM 
President, Detroit, 

Mackinac and Marquette 
Land Co., Ann Arbor 
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O. A. SEYFERTH 
President, West Michigan 
Steel Foundry Co., 

Muskegon 





S. WELLS UTLEY 
President, Detroit Steel 
Casting Co., Detroit 
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F ORESTALLING every opposing move —that’s the hockey 
player’s job!... And where peak production is the goal, 
Hardware Mutuals policy back of the policy provides alert protec- 
tion in forestalling plant accidents. 

The policy back of the policy has vital significance for policy- 
holders, for it is a way of doing business that makes their 
interests our first consideration. When applied to Workmen’s 
Compensation and Liability insurance, it explores the hazards 
of each individual plant and provides a complete plan of accident 
prevention. It helps to send production up, and operating costs 
down. Claim settlements are speedy and sympathetic. 
FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 
HARDWARE MUTUAL CASUALTY COMPANY 

Home ¢, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


HELP SHORTEN THE WAR 


In other types of insurance, such as Automobile, Fire and allied 
lines, Burglary, Plate Glass, General Liability, etc., the policy 
back of the policy assures full standard protection at low cost. 
Every year, for more than 30 years, careful selection of risks 
has meant substantial dividend savings for policyholders. These 
now total over $82,000,000.00. Sound, helpful advice and serv- 
ice are provided by experienced, full-time representatives. 
Consider carefully what the policy back of the policy may 
mean to you in better service, lower cost. Send today for a free 
copy of our book, INDUSTRIAL SAFETY PROCEDURE. 
You'll find it highly revealing, and invaluable for reference. 


Hardware Mutuals 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota Stevens Point, Wis. * Owatonna, Minn. 


* Offices Coast to Coast 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 





